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RECONSTRUCTION AND CONDITIONAL SALE AGREEMENT
dated as of December 1, 1972, among STATE MUTUAL
LIFE ASSURANCE COMPANY OF AMERICA (hereinafter
called the Vendor), LOUISVILLE AND NASHVILLE
RAILROAD COMPANY (hereinafter called the Railroad),
L 6 N INVESTMENT CORPORATION (hereinafter called
the Builder) and TRUST COMPANY OF GEORGIA
(hereinafter called the Vendee), as Trustee under a
Trust Agreement dated as of the date hereof
(hereinafter called the Trust Agreement) with
Liberty National Bank and Trust Company of
Louisville and First Tennessee Leasing Corporation,
as Beneficiaries (hereinafter individually called a
Beneficiary and together the Beneficiaries).

WHEREAS the Vendee has acquired or will acquire all right,
tie and interest in certain railroad equipment (hereinafter
lied the Hulks) pursuant to a Hulk Purchase Agreement
ereinafter called the Hulk Purchase Agreement) dated as of the
te hjereof with the Railroad, and will subject the same to a
curity interest in favor of the Vendor for the purpose of
using the Hulks to be reconstructed; and

WHEREAS the Vendor has acquired or will acquire security
tie to the Hulks pursuant to a transfer agreement or agreements
ereinafter collectively called the Transfer Agreement) between
e vendor and the Vendee, in substantially the' form of Exhibit A
reto^ for the purpose of causing the same to te reconstructed
described herein and thereupon selling its interest in the
me to the Vendee and the Vendee has agreed to purchase the
Iks so reconstructed (the reconstructed equipment described in
heduie A hereto being hereinafter called the Equipment); and

I

WHEREAS the Hulks have been or will be delivered to the
ilder and the Builder has agreed with the Vendor to cause the
Iks to be reconstructed as required hereby to enable delivery
the Equipment to be made to the Vendee in accordance herewith;

WHEREAS certain of the obligations of the Vendee under this
reement are limited to the extent provided in Articles 3 and 22
reof; and

WHEREAS the Vendee and the Railroad are entering into a Lease
Railroad Equipment, dated as of the date hereof (hereinafter
lied the Lease), substantially in the form of Exhibit B hereto,
asing the Equipment to the Railroad, subject to this Agreement,
ich Lease will be filed with the Interstate Commerce Commission



pursuant to Section 20c of the Interstate Commerce Act
oncurrently with the filing of this Agreement thereunder; and

WHEREAS the Railroad, in order to obtain the use of the
Equipment and to induce the Vendor to enter into this Agreement,
s willing to guarantee to the Vendor the due and punctual-
payment of certain sums payable by, and the due and punctual
I erf oxjmance of all other obligations of, the Vendee under this
Agreement and has joined in this Agreement for the purpose of
etting forth the terms and conditions of such guareinty and
aking certain further agreements as hereinafter set forth.

.|
NOW, THEREFORE, in consideration of the mutual promises,

covenants and agreements hereinafter set forth, the parties
hereto do hereby agree as follows:

ARTICLE 1. construction and Sale. Pursuant to this
Agreement, the Builder will cause the Hulks to be reconstructed
into tlhe Equipment as described in Schedule A hereto and will
deliver the Equipment to the Vendee on behalf of the! Vendor and
t|he Vendee will accept delivery of and pay for the Equipment as
sreinafter provided, each unit of which shall be standard gauge

rlailrojad equipment reconstructed in accordance with the
specifications referred to in Schedule A hereto and in accordance
with such modifications thereof as may be agreed upon in writing

the parties hereto (which specifications and modifications, if
aly, are by reference made a part of this Agreement as fully as
bough

endee

expressly set forth herein and are hereinafter called the
pecifications). The Railroad warrants to the Vendor and the

that the design, quality and component parts of the
ijuipment will conform, on the date of delivery of each thereof,
all Department of Transportation requirements and

aeciflications, and all standards recommended by the Association
E American Railroads, reasonably interpreted as being applicable
railroad equipment of the character of the Equipment as of the

dkte ojf this Agreement.

ARTICLE 2. Inspection and Delivery. The Builder will
d 3liver the units of the Equipment, on behalf of the Vendor, to
t le Vendee at such point cr points within the United States of
Aiierica as shall be specified by the Railroad, freight charges,
if any, prepaid in accordance with the delivery schedule set
f >rth in Schedule A hereto; provided, however^ that -the Builder
siiall have no obligation to deliver any unit of Equipment
horeunder if any event of default as defined in Article 15 hereof
o: • any (event (including the commencement of any proceeding or the
f:.ling | of any petition of the nature specified in sutaparagraphs
(<:) and (d) of Article 15 hereof) which, with lapse of time,

D(

ilure to take affirmative action and/or demand, could
nstrtute an event of default hereunder shall have occurred (any

f<
c<
such event of default or event being hereinafter called a
fault).



The Builder's obligation as to time of delivery is subject,
wever, to delays resulting from causes beyond the Builder's

reasonable control, including but not limited to acts of God,
ts of government such as embargoes, priorities and allocations,
r or war conditions, riot or civil commotion, sabotage,

sitrikes;, differences with workmen, accidents, fire, flood,
plosion, damage to plants, equipment or facilities,, delays in
ceiving necessary materials or delays of carriers or
bcontLr actors.

Notwithstanding the preceding provisions of this Article 2,
a y Equipment not delivered and accepted and settled for pursuant
t Article 3 hereof on or before June 29, 1973 (hereinafter
lied the Cut-off Date) , shall be excluded herefrom.. If any
uipment shall be excluded from this Agreement pursuant to the
mediately preceding sentence the parties to this Agreement

s all execute an agreement supplemental hereto limiting this
Agreement to the Equipment not so excluded herefrom. The Vendor
ar d the Vendee shall have no obligation to accept or pay the
B ilder or the Railroad for any Equipment so excluded from this
reement but may, in lieu thereof, assign all their right, title

a d interest therein to the Railroad and the Builder,, as their
interests may appear, and the Railroad will indemnify and hold
rmless the Vendor and the Vendee for any and all claims and
abilities in respect thereof. If the Builder's failure to
liver Equipment so excluded from this Agreement resulted from

oi|e or more of the causes set forth in the immediately preceding
ragraph or is not otherwise settled for pursuant to Article 3
reof
mply

(otherwise than due to the failure of the Builder to
with the provisions thereof contemplated to be complied

th by the Builder), the Railroad shall be obligated to accept
ch equipment and pay the full Purchase Price therefor,
termined as provided in this Agreement, if and when such
uipment shall be completed and delivered by the Builder, such

w
s
d«
E<
p4ymen-t to be in cash on the delivery of such Equipment, either
rectly or, if the Builder and the Railroad shall mutually agree
means of a conditional sale, equipment trust or other
propriate method of financing.

|
During reconstruction, the Equipment shall be subject to

speclLion and approval by the authorized inspectors of the
ndee (who may be employees of the Railroad) and the Builder

sftall grant to such authorized inspectors reasonable access to
s plant. The Builder agrees to inspect all materials used in
e reconstruction of the Equipment in accordance wilth the
andaird quality control practices of the Builder. Upon
mpletion of each unit or of a number of units of the Equipment,
ch unit or units shall be presented to an inspector of the

Vendee for inspection at the place specified for delivery of such
unit or units, and if each such unit conforms to the
Specifications, requirements and standards applicable thereto,
ch inspector or an authorized representative of the Vendee (who
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m y be an employee of the Railroad) shall execute and deliver to
ttye Builder a certificate of acceptance (hereinafter called the
rtificate of Acceptance) stating that such unit or units have

inspected and accepted on behalf of the Vendee and are
rked in accordance with Article 9 hereof; provided^ however^
at the Builder shall not thereby be relieved of its warranties
t forth or referred to in Article 13 hereof.

ARTICLE 3. Purchase,Frice_anduPayment. The cost of the
Iks '(the "Hulk Purchase Price") and the estimated base
construction cost per unit of the Equipment are set forth in
heduie A hereto. The term "Reconstruction cost" means the
sser of the estimated base reconstruction cost or -the actual
st to the Builder (including reasonable allocation of overhead)
doing the reconstruction work plus a reasonable profit. The
rm "Purchase Price" as used herein means the sum of the Hulk
rchase Price and the Reconstruction Cost.

For the purpose of settlement therefor, the Equipment shall
divided into not more than three groups of units of the

Equipment unless the Vendee, the Vendor and the Builder shall
otherwise agree (each such group being hereinafter called a
oup) . The term "Closing Date" with respect to any Group shall

m4an such date not earlier than March 13, 1973, and not later
tl an tlie Cut-Off Date, occurring not more than ten business days
f<llowing presentation by the Builder to the Vendee of the
invoice and the Certificate or Certificates of Acceptance for
ch Group, as shall be fixed by the Builder by written notice
livened to the Vendee and the Vendor at least six business days

pifior -tlo the Closing Date designated therein. The term "business
ys" as used herein means calendar days, excluding Saturdays,

Svlndays, holidays and any other day on which banking institutions
ir| Atlanta, Georgia, or New York, New York, are authorized to

main jclosed.

The Vendee hereby acknowledges itself to be indebted to the
ndor in the amount of, and hereby promises to pay in cash to
e vendor at such place as the Vendor may designate„ the
rchase Price of the Equipment, as follows:

(a) on each Closing Date with respect to each Group an
amount equal to 20% of the aggregate Purchase Price of such
Group as set forth in the invoice or invoices therefor (said
inyoiced prices being herein called the Invoiced Purchase
Prices); and

I (b) in 20 semiannual instalments, as hereinafter
provided, an amount (hereinafter called the Conditional Sale
Indebtedness) equal to the aggregate of the Invoiced purchase
Priices of the units of the Equipment in the Group for which
settlement is then being made, less the aggregate amount paid
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payable with respect thereto pursuant to subparagraph (a)
this paragraph.

The instalments of the Conditional Sale Indebtedness shall be
piyable on each May 1 and November 1 commencing May I, 1974, to
and including November 1, 1983, (or, if any such date is not a
business day, on the next succeeding business day), each such
te being hereinafter called a Payment Date. The unpaid balance
the Conditional Sale Indebtedness shall bear interest from the
osing Date upon which such Conditional Sale Indebtedness was
tcurred at the rate of 7 3/UX per annum, and such interest shall
payable, to the extent accrued, on November 1, 1973, and each

P« ymeni: Date. The principal amount of the Conditional Sale
Indebtedness payable on each of the 20 Payment Eates shall be
calculated on such a basis that the aggregate of the principal
and interest payable on each Payment Date shall be substantially
equal and such 20 instalments of principal and interest will
compleiely amortize the Conditional Sale Indebtedness. The
V(;ndee will furnish to the Vendor and the Railrcad promptly after
e<ich Closing Date a payment schedule showing the respective
anounts of principal and interest payable on each Payment Date.

Interest under this Agreement shall be determined on the
bisis of a 360-day year of twelve 30-day months.

The Vendee will pay interest at the rate of 8 3/4% per annum,
td> the extent legally enforceable, upon all amounts remaining
unpaid after the same shall have become due and payable pursuant
to the terms hereof, anything herein to the contrary
notwithstanding.

All payments provided for in this Agreement shall be made in
sijich coin or currency of the United States of America as at the
t: me of payment shall be legal tender for the payment of public
and private debts. Except as provided in Article 6 hereof,the
Vendee shall not have the privilege of prepaying any portion of

Conditonal Sale Indebtedess prior to the date it becomes due.

The parties hereto contemplate that the Vendee will furnish
the Vendor that portion of the Purchase Price for thet<

EC uipment as is required under subparagraph (a) of the third
p< ragraph of this Article 3 and that such portion plus an amount
equal to the balance of such Purchase Price shall be paid by the
Vendor to the Builder and the Railroad (as the seller of the
Hiplks) , as their interests may appear.

The Vendor shall be under no obligation to make payment to
the Builder or the Railroad in respect of a Group unless there
small ijiave theretofore been delivered to the Vendor the following
documents,in form and substance satisfactory to it and its
special counsel hereinafter mentioned:



(a) the Certificate or Certificates of Acceptance and
the Certificate or Certificates of Delivery contemplated by
Section 1 of the Lease with respect to the Equipment in such
Group;

(b) invoice of the Builder for the reconstruction of
the Equipment in the Group and of the Railroad for the Hulks
accompanied by or having endorsed thereon the approval of the
Vendee of the price stated therein and a certification by the
Railroad that the Purchase Price has been calculated as
provided in the first paragraph of this Article 3 and does
not exceed the price that would be charged by an independent
car builder for comparable equipment;

(c) an opinion of Messrs, cravath, Swaine & Moore, who
are acting as special counsel for the Vendor, dated as of
such Closing Date, stating that (i) this Agreement has been
duly authorized, executed and delivered and is a legal, valid
and binding instrument enforceable in accordance with its
terms, (ii) security title to the units of Equipment in such
Group is validly vested in the Vendor, free of all claims,
liens, security interests and other encumbrances except only
the rights of the Vendee under this Agreement, and the rights
of the Railroad under the Lease, (iii) no approval of the
Interstate Commerce Commission or any other governmental
authority is necessary for the execution and delivery of this
Agreement, (iv) this Agreement and the Lease have been duly
filed and recorded with the Interstate commerce commission in
accordance with section 20c of the Interstate Commerce Act
andjno other filing or recordation is necessary for the
protection of the rights of the Vendor hereunder in any State
of the United States of America or the District of Columbia
(v) registration of this Agreement is not required under the
Securities Act of 1933, as amended and (vi) the opinions
referred to in subparagraphs (d), (e), (f) and (g) are
satisfactory in form and substance and may be relied upon by
the|Vendor and Messrs. Cravath, Swaine & Moore; and said
opinion shall cover such other matters as shall be reasonably
requested by the Vender;

(d) a favorable opinion or opinions of counsel for the
Vendee, dated as of such Closing Date, stating that the Trust
Agreement, the Transfer Agreement, this Agreement and the
Lease have been duly authorized, executed and delivered by
the Vendee and, assuming due authorization/ execution and
delivery by the other parties thereto, are legal, valid and
binding instruments enforceable in accordance with their
terms;

(e) a favorable opinion of counsel for the Railroad,
dated as of such Closing Date, covering the matters referred
to in clause (i) of subparagraph (c) in so far as they relate
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(c)

the Railroad and clauses (ii) through (iv) of subparagraph
and stating that the Railroad is a duly organized and

validly existing corporation in good standing under the laws
its state of incorporation and has the power and authority
own its properties and to carry on its business as now

of
to
conducted;

(f) a favorable opinion of counsel for the Builder,
da-ted as of such Closing Date, covering the matters referred
to in clause (i) of subparagraph (c) in so far ass it relates
to the Builder and stating that (i) the Builder is a duly
organized and validly existing corporation in good standing
under the laws of its jurisdiction of incorporation and has
the power and authority to own its properties and to carry on
it jbusiness as now conducted, and (ii) at the time of
delivery of the units of the Equipment in such Group to the
Vendor hereunder, such units were free of all claims, liens,
security interests and other encumbrances of the Builder or
of anyone claiming through the Builder;

(g) an opinion or opinions of counsel for the Vendee or
the Beneficiaries, dated on or before the first such Closing
Dai:e, stating that the Trust Agreement has been duly
authorized, executed and delivered by the Beneficiaries and
is a legal and valid instrument binding upon the
Beneficiaries and enforceable against the Beneficiaries in
accordance with its terms; and

by
(h) a Certificate of Interest in the amount of payment

the Vendor on the Closing Date in the form of Exhibit C
hereto.

Counsel may qualify any opinion as to the enforceability of
anly instrument by a general reference to bankruptcy, reorgani-
zation, moratorium or other laws affecting the enforcement of
creditors' rights generally. In giving its opinion pursuant to
sv bparagraph (c), counsel may rely on the opinion of counsel for
the Raiilroad, the Builder or the Vendee as to all matters of law
oi jurisdictions other than the United States or the State of New
Ycrk involved in said opinion and as to authorization, execution
anjd delivery of the documents executed by such particis.

The Vendor shall not be obligated to make any payment
hereunder at any time if a Default (as defined in Article 2
hereof) shall have, occurred, whether or not it is continuing.
Notwithstanding anything to the contrary herein expressed or
in plied, the parties hereto agree that the Vendor shall have no
obligation with respect to the reconstruction of the Hulks and
delivery of the Equipment hereunder to the Vendee except to the
extent jthat the Builder has fully complied with the Builder's
obligations with respect to such reconstruction and delivery.
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It is agreed that the obligation of the Vendee to pay to the

\dendor any amount required to be paid pursuant to the third
paragraph of this Article 3 is specifically subject to the
fulfillment, on or before each Closing Date, of the following
cnditions (any of which may be waived by the Vendee):

| (a) the Vendor shall concurrently pay or cause to be
paid to the Builder and the Railroad the amounts contemplated
to be paid by it as provided in this Article 3 and the
documents required by this Article 3 shall have been
delivered;

(b) no Default (as defined in Article 2 hereof) or
Event of Default (as defined in the Lease), nor any event
which with lapse of time and/or demand provided in the Lease
could constitute such an Event of Default, shall have
occurred whether or not it is continuing; and

(c) the Vendee shall have received (i) the opinion of
counsel required by Section 13 of the Lease and (ii) such
other documents as the Vendee may reasonably request.

Notwithstanding any ether provision of this Agreement, the Vendor
a< frees that the liability of the Vendee for all payments to be
m. ide by it under this Agreement, with the exception only of the
payments to be made pursuant to subparagraph (a) of the third
paragraph of Article 3 and Article 19 hereof, shall not exceed an
amount equal to, and shall be payable only out of, the "income
and proceeds from the Equipment", and such payments shall be made

the vendee only to the extent that the Vendee (which term as
ed in this paragraph includes the Vendor to the extent paymentsus

ui
ai
s\

der the Lease are made to the Vendor as contemplated therein
d any assignee of the Vendee) shall have actually received
fficient "income or proceeds from the Equipment" to make such
ymen-is. In addition, the Vendor agrees that the V«ndee (i)
kes no representation or warranty, and is not responsible for,
e due execution, validity or enforceability of the Lease or any
cumerit relating thereto (except for the due authorization,
ecution and delivery thereof by the Vendee) or of any of the
ilroad's obligations thereunder and (ii) shall have no
ligation or liability whatsoever to see to or be responsible
the performance by the Railroad of any of its agreements.

me
th
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representations, indemnities, obligations or other undertakings
under the Lease; it being understood that as to all such matters
the vendor will look solely to the Vendor1 s rights under this
Agreement against the Railroad and the Equipment and to the
Vendor's rights under the Lease against the Railroad and the
Equipment. As used herein the term "income and proceeds from the
Equipment" shall mean (i) if one of the events of default
specified in Article 15 hereof shall have occurred and while it
shall be continuing, so much of the following amounts as are
indefensibly received by the Vendee at any time after any such



vent and during the continuance thereof: (a) all amounts of
entali and amounts in respect of Casualty Occurrences (as
ereinafter defined in Article 6 hereof) paid for or with respect
o the Equipment pursuant to the Lease and (b) any a.nd all
ayments or proceeds received by the Vendee under the Lease or
eceived by the Vendee for or with respect to the Equipment as

t|he result of the sale, lease or other disposition thereof and
fter deducting all costs and expenses of such sale, lease or

cjther disposition, and (ii) at any other time only that portion
the! amounts referred to in the foregoing clauses (a) and (b)
are indefeasibly received by the Vendee and as shall be
quired to discharge the portion of the Conditional Sale
debtbdness (including prepayments thereof required in respect

off Casualty Occurrences) and/or interest thereon, due and payable
on, or; on the business day after, the date such amounts received

the I Vendee were required to be paid pursuant to the Lease or
shall be required to discharge any other payments then due and

lyable under this Agreement; it being understood that "income
id proceeds from the Equipment" shall in no event include
nounts referred to in the foregoing clauses (a) and (b) which

w ;re received by the Vendee prior to the existence of such an
rent of default which exceeded the amounts required to discharge
lat portion of the conditional Sale Indebtedness (including
repayments thereof required in respect of Casualty Occurrences)
id/or interest thereon due and payable on, or on the business

day after, the date corresponding to the date on which amounts
w .th respect thereto received by the Vendee were required to be
paid to it pursuant to the Lease or which exceeded any other
payments due and payable under this Agreement at the time such
ancunts were due and payable under the Lease. Notwithstanding
anything to the contrary contained in Articles 15 and 16 hereof,
tfte Vendor agrees that in the event it shall obtain a judgment
against the Vendee for an amount in excess of the amounts payable

the•Vendee pursuant to the limitations set forth In this
P4ragraph, it will, accordingly, limit its execution of such
dgment against the Vendee to such amounts. It is further
reed |by the parties hereto that nothing contained herein

lljmitirig the liability of the Vendee shall derogate from the
right of the Vendor to proceed against the Equipment or the
ilroad, as guarantor, as provided for herein for the full

urjpaid !Purchase Price of the Equipment and interest thereon.

ARTICLE U. Title to the Equipment. The Vendor shall and
heSreby does retain the full security title to and property in the
Iks delivered to the Builder hereunder for reconstruction and
all continue to retain such title during the entire period that
e Hulks are being reconstructed and thereafter in the Equipment

Hi
sh
th
until the Vendee shall have made all its payments under this
Agreement in respect of the Equipment and shall have kept and
performed all its agreements herein contained in respect thereof,
notwithstanding any provision of this Agreement limiting the
liability of the Vendee and notwithstanding the delivery of the
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Equipment to and the possession and use thereof by the Vendee and
the Railroad as provided in this Agreement. Any and all
additions to the Hulks and the Equipment, and any eind all parts
installed on and additions and replacements made to any unit of
the Hulks or the Equipment shall constitute accessions thereto
and shall be subject to all the terms and conditions of this
Agreement and included in the term "Equipment" as used in this
Agreement.

Except as otherwise specifically provided in Article 6
hereof, when and only when the Vendor shall have besen paid the
full jconditional Sale Indebtedness, together with interest and
all other payments as herein provided, and all the Vendee's
obligations herein contained shall have been performed, absolute
right* to the possession of, title to and property in the Equip-
ment 'Shall pass to and vest in the Vendee without further
transfer or action on the part of the Vendor. However, the
Vendor, if so requested by the Vendee at that time, will (a)
execute and deliver to the Vendee a release of the Vendor's
ecurity interest in the Equipment transferring its security
:itle
Liens

thereto and property therein to the Vendee, free of all
security interests and other encumbrances created or

retained hereby and (b) execute and deliver to the Vendee for
filing in all necessary public offices, such instruments in
writing as may be necessary or appropriate in order then to make
:lear upon the public records the title of the Vendee to such
Squipment. The Vendee hereby waives and releases any and all
rights, existing or that may be acquired, in or to the payment of
my penalty or damages for failure to execute and deliver such
elease or instruments or to file any certificate of payment in
;ompliance with any law or statute requiring the filing of the
same, except for failure to execute and deliver such release or
: .nstruments or to file such certificate within a reasonable time
after written demand by the Vendee.

ARTICLE 5. Taxes. All payments to be made by the Vendee
tyereunder will be free of expense to the Vendor for collection or
herjcharges and will be free of expense to the vendor with
espect to the amount of any local, state. Federal or foreign
axes (other than net income taxes, gross receipts taxes [except
iross receipts taxes in the nature of or in }.ieu of sales, use or
ental taxes ], franchise taxes measured by net income based upon
uch receipts, excess profits taxes and similar taxes) or license
lees, assessments, charges, fines or penalties (all such
xpenses, taxes, license fees, assessments, charges, fines and
enaltlies being hereinafter called impositions) hereofter levied
r imposed upon or in connection with or measured by this
greement or any sale, rental, use, payment, shipment, delivery

cjr tra'nsfer of title under the terms hereof, all of which
mpositions the Vendee assumes and agrees to pay on demand in
ddition to the Purchase Price of the Equipment. The Vendee will
Iso p!ay promptly all impositions which may be imposed upon- the
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Equipment delivered to it or for the use or operation thereof or
ipon ihe earnings arising therefrom or upon the Vendor solely by
reason of its ownership thereof and will keep at all times all
nd every part of the Equipment free and clear cf all impositions
hichimight in any way affect the title of the Vendor or result
n a lien upon any part of the Equipment; provided^ however4 that
he Vendee shall be under no obligation to pay any Impositions of
ny kind so long as it is contesting in good faith <md by
ppropriate legal proceedings such impositions and the nonpayment
hereof does not, in the opinion of the Vendor, adversely affect
he title, property or rights of the Vendor in or to the
uipment or otherwise under this Agreement. If any impositions
hall have been charged or levied against the Vendor directly and
aid by the Vendor, the vendee shall reimburse the Vendor upon
resentation of an invoice therefor, and any amounts so paid by
he vendor shall be secured by and under this Agreement;
drovidedj however, that the Vendee shall not be obligated to
eimburse the Vendor for any impositions so paid unless the

Vjendor shall have been legally liable with respect thereto (as
qvidenced by an opinion of counsel for the Vendor) or unless the
endee! shall have approved the payment thereof.

ARTICLE 6. Maintenance and Repairj._CasuaIty Occurrences..
he Ve|ndee agrees that, at its own cost and expense, it will
cause each unit of the Equipment to be maintained in good order
and repair.

In! the event that any unit of the Equipment shall be or
becomei worn out, lost, stolen, destroyed or, in the opinion of
tie Vendee or the Railroad, irreparably damaged, from any cause
wiatsoever, or taken or requisitioned by condemnation or
otherwise (each such occurrence being herein called a Casualty
O rcurrence), the Vendee shall, within ten days after it shall
hive determined that such unit has suffered a Casualty Occurrence
(>r asj of such earlier date as the Vendee may receive notice
t iereo£ under the Lease), cause the Vendor to be fully informed
ii regard thereto. Notwithstanding any such Casualty Occurrence,
t le Vendee shall continue making payment of all instalments of
principal and interest in respect of such unit until the date on
which the Lessee is required to make payment for such Casualty
Occurrence pursuant to the Lease (or, if the Lease is not in
e ifect; on the date corresponding to such date). On such date
tlie Vendee shall pay to the Vendor a sum equal to the Casualty
Value |(as hereinafter defined in this Article 6) of such unit
suffering a Casualty Occurrence as of the date of such payment
and shall file, or cause to be filed, with the Vendor a
certificate setting forth the Casualty Value of such unit. Any
m<jmey paid to the Vendor pursuant to this paragraph shall be
aroplied on the date that such Casualty Value is paid to prepay
the conditional Sale Indebtedness in respect of the unit
suffering the Casualty Occurrence, and the Vendee will promptly
fi rnish to the Vendor and the Railroad a revised schedule of
yments of principal and interest thereafter to be made, in such
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number of counterparts as the Vendor may request, calculated as
provided in the fourth paragraph of Article 3 hereof, so that the
remaining payments shall te substantially equal.

I
Upon payment by the Vendee to the Vendor of the Casualty

t/alue of any unit of the Equipment having suffered a Casualty
Dccurrence, absolute right to the possession of, title to and
property in such unit shall pass to and vest in the Vendee,
without further transfer or action on the part of the Vendor,
axcept that the Vendor, if requested by the Vendee, will execute
md deliver to the Vendee, at the expense of the Vendee, an
ippropriate instrument confirming such passage to the Vendee of
ill the Vendor's right, title and interest in such unit, in
recordable form, in order that the Vendee may make clear upon the
mblic records the title of the Vendee to such unit.

The Casualty Value of each unit of the Equipment suffering a
Casualty Occurrence shall be deemed to be that portion of the
original Conditional Sale Indebtedness remaining unpaid on the
date as of which such Casualty Value shall be determined (without
living effect to any prepayment or prepayments theretofore made
ijinder this Article 6) , plus interest accrued thereon but unpaid
s of j such date. For the purpose of this paragraph,, each payment
f Conditional Sale Indebtedness made pursuant to Article 3
lerepf shall be deemed to be a payment on each unit of Equipment
n liJce proportion as the original Purchase Price of such unit
hears to the aggregate original Purchase Price of all the units

Equipment.

ARTICLE 7. Obligations of Railroad, as Guarantor. The
lailroad, for value received, hereby unconditionally guarantees
•tio the Vendor by endorsement (through its execution hereof) the
ue and punctual payment of the Conditional Sale Indebtedness and
ntere'st thereon, and the due and punctual performance of all
bligations of the Vendee under this Agreement and
inconditionally guarantees to the Vendor that all sums payable by
•the Vendee under this Agreement (except for the sums payable by
the Vendee pursuant to subparagraph (a) of the third paragraph of
fllrticle 3 hereof), will be promptly paid when due, together with
tere'st thereon as herein provided, whether at stated maturity
by declaration or otherwise, and in case of default by the
ndee in any such obligations or payments the Railroad agrees

punctually to perform or pay the same, irrespective of any
enforcement against the Vendee of any of the rights of the Vendor
hereun'der.

u
The Railroad agrees that its obligations hereunder shall be

iconditional (and shall not be subject to any defense, setoff,
ounterclaim or recoupment whatsoever), irrespective of the
snuinjeness, validity or enforceability of this Agreement or any
ther circumstances which might otherwise constitute a legal or
suitable discharge of a surety or guarantor and irrespective of
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he last paragraph of Article 3 hereof or Article 22 hereof or
ny other circumstances which might otherwise limit the recourse
E the Vendor to the Vendee. The Railroad hereby waives
iligence, presentment, demand of payment, protest, any notice of

assignment hereof in whole or in part or of any default
ereuhder and all notices with respect to this Agreement and all
emancls whatsoever hereunder. No waiver by the Vendor of any of
ts rights hereunder and no action by the Vendor to enforce any
f its rights hereunder or failure to take, or delay in taking,
ny such action shall affect the obligations of the Railroad
ereunder.

In the event that the Railroad shall make any payments to the
endor on account of its guaranty hereunder, the Railroad agrees
nat it shall not acquire any rights, by subrogation or
therwise, against the Vendee or with respect tc any of the units
f the Equipment by reason of such payments, all such rights
eing hereby irrevocably released, discharged and waived by the
ailroad; provided, however, that after the payment to the Vendor
f all sums payable under this Agreement, the Railroad shall, by
ubrogation, be entitled to the rights of the Vendor against the
endee by reason of such payment by the Railroad, to the extent,
ut only to the extent, that the Vendee has received "income and
roceeds from the Equipment'1 (as defined in Article 3 hereof) and
as not applied amounts equal to such income and proceeds to the
aymerit, in accordance with this Agreement and subject to the
Imitations contained in the last paragraph of said Article 3, of
urns payable by the Vendee to the Vendor hereunder.

ARTICLE 8. Reports and Inspections. On or before March 31
n each year, commencing with the calendar year which begins
fter the expiration of 180 days from the date cf this Agreement,

Vendee shall cause to be furnished to the Vendor an accurate
tatement (a) setting forth as of the preceding Deceunber 31 the
mount!, description and numbers of the Equipment them covered
erebyj, the amount, description and numbers of all units of the
quipment that have suffered a Casualty Occurrence cluring the
receding 12 months (or since the date of this Agreement in the
ase ojf the first such statement) and such other information
egarding the condition and state of repair of the Equipment as
he Ve'ndor may reasonably request and (b) stating that, in the
ase of all Equipment repaired or repainted during the period
overed by such statement, such Equipment is marked as required
y Article 9 hereof. The Vendor shall have the right, by its
gents, to inspect the Equipment and the Railroad's records with
espect thereto at such reasonable times as the Vendor may
equest during the continuance of this Agreement.

ARTICLE 9. Marking of Equipment. The vendee will cause each
lit of the Equipment to be kept numbered with its identifying
imber as set forth in Schedule A hereto, or, in the case of
juipment not there listed, such identifying number as shall be
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et forth in any amendment or supplement hereto extending this
greement to cover such Equipment, and will keep and maintain,
lainly, distinctly, permanently and conspicuously marked on each
ide of each unit, in letters not less than one inch in height,
he name of the Vendor followed by the words "Security Owner" or
3ther appropriate words designated by the Vendor, with
ppropriate changes thereof and additions thereto as from time to
ime may be required by law in order to protect the Vendor's
itle to | and property in the Equipment and its rights under this
greement. The Vendee will not permit any such unit to be placed
Ln operation or exercise any control over the same until such
ame and words shall have been so marked on both sides thereof
nd will replace or will cause to be replaced promptly any such
ame and words which may te removed, defaced or destroyed. The
endee will not permit the identifying number of any unit of the
quipment to be changed except in accordance with a statement of
new number or numbers to be substituted therefor, which

tatement previously shall have been filed with the Vendor and
iledi recorded and deposited by the Vendee in all public offices
here this Agreement shall have been filed, recorded and
eposited.

'*.
Except as provided in the immediately preceding paragraph,

he Vendee will not allow the name of any person, association or
orporation to be placed on any unit of the Equipment as a
esignation that might be interpreted as a claim of ownership;
rovided.i however, that the Vendee may allow the Equipment to be
ettered !with the names or initials or other insignia customarily
sed by the Railroad or its affiliates on railrcad equipment used
y them of the same or a similar type for convenience of
dentification of the rights of the Railroad or its affiliates to
se the Equipment as permitted under the Lease.

ARTICLE 10. Compliance_with_Laws_and_RuleSj1 During the term
f this Agreement, the Vendee will comply, and will cause every
essee or user of the Equipment to comply, in all respects with
11 laws of the jurisdictions in which its or such lessees'
perallions involving the Equipment may extend, with the inter-
hange rules of the Association of American Railroads and with
11 lawful rules of the Federal Railroad Administration, the
nterstate Commerce Commission and any other legislative,
xecutiive, administrative or judicial body exercising any power
r jurisdiction over the Equipment, and in the event that such
aws or rules require any alteration of any unit of the
quipment, or in the event that any equipment or appliance on any
uch unit shall be required to be changed or replaced, or in the
vent that any additional or other equipment or appliance is
equired to be installed on any such unit in order to comply with
uch iaws or rules, the Vendee will make such altereitions,
hanges, replacements and additions at its own expense; .Eroyidedji
oweverf that the Vendee may, in good faith, contest the validity
r application of any such law or rule in any reasonable manner



15

*hich does not, in the opinion of the Vendor, adversely affect
•:he property or rights of the Vendor under this Agreement.

ARTICLE 11. Possession and Use^ The Vendee, so long as it
sihall not be in default under this Agreement, shall be entitled,
rom and after delivery of the Equipment to the Vendee, to the
>ossession of the Equipment and the use thereof, but only upon
nd subject to all the terms and conditions of this Agreement.

The Vendee may lease the Equipment to the Railroad as
permit:ted by, and for use as provided in, the Lease,, but the
ights of the Railroad and its permitted assigns (the Railroad

Hereby so acknowledging) under the Lease shall be subordinated
nd junior in rank to the rights, and shall be subject to the
emedies, of the Vendor under this Agreement; provided, however,
hat so long as the Railroad shall not be in default under the
ease or under this Agreement in its capacity as guarantor or
therwise, the Railroad shall be entitled to the possession and
se of the Equipment. The Vendee hereby agrees that: it will not
xercilse any of the remedies permitted in the case of an Event of
default under and as defined in the Lease until the Vendor shall
have received notice in writing of its intended exercise thereof,
end hereby further agrees to furnish to the Vendor copies of all
summonses, writs, processes and other documents served by it upon
the Railroad or served by the Railroad upon it in connection
therewith. The Vendee and the Railroad hereby agree that the
LJease shall not be amended without the prior written, consent of
tpe Vendor, which shall net be unreasonably withheld.

Subject to the provisions of the preceding paragraph of this
Article 11, the Equipment may be used upon the lines of railroad
owned or operated by the Railroad or any affiliate of the
Railroad (or any other railroad company approved by the Vendor)
or upon lines of railroad over which the Railroad or any such
affiliate has trackage or other operating rights, or over which
railroad equipment of the Railroad or any such affiliate is
r jgularly operated pursuant to contract, and the Equipment may be
uped upon connecting and other carriers in the usual interchange

E traffic or equipment, but only upon and subject to all the
srms land conditions of this Agreement; frovided^ however^ that
ie Vendee shall not assign or permit the assignment of any unit

m

E

the Equipment to service involving the regular operation and
aintenance thereof outside the United States of America. Except
otherwise provided in the Lease, the Vendee may also lease the

juipment to any other railroad company with the prior written
snsent of the Vendor; provided,, however^ that (i) such lease

l provide that the rights of such lessee are made expressly
subordinate to the rights and remedies of the Vendor under this
jreement, (ii) such lessee shall expressly agree not to assign
: permit the assignment of any unit of the Equipment to service

involving the regular operation and maintenance thereof outside
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:he United States of America and
DC furnished to the Vendor.

(iii) a copy of such lease shall

ARTICLE 12-. Prohibition Against Liens. The Vendee will pay
or discharge any and all sums claimed by any party from, through
or under the Vendee or its successors or assigns which, if
unpai|d, might become a lien, charge, security interest or other
encumbrance upon or with respect to the Eguipment, or any part
thereof, or the interest of the Vendor therein, and will promptly
discharge any such lien, charge, security interest or other
encumbrance which arises, but shall not be required to pay or
discharge any such claim so long as the validity thereof shall be
ontested in good faith and by any appropriate legal proceedings
.n any reasonable manner and the nonpayment thereof does not, in
he opinion of the Vendor, adversely affect the property or
ightis of the Vendor in or to the Equipment or otherwise under
his Agreement. Any amounts paid by the Vendor in discharge of
iensl, charges or security interests upon the Equipment shall be
ecured by and under this Agreement.

This covenant will not be deemed breached by reason of liens
or taxes, assessment or governmental charges or levies, in each
ase not due and delinquent, or undetermined or inchoate
naterialmen's, mechanics', workmen's, repairmen's or other like
Liens
case,

arising in the ordinary course of business and, in each
not delinquent.

ARTICLE 13. Indemnities and Warranties. The Vendee agrees
bo indemnify, protect and hold harmless the Vendor from and
igainst all losses, damages, injuries, liabilities, claims and
lemands whatsoever, regardless of the cause thereof, and expenses
.n connection therewith, including but not limited to counsel
:ees and expenses, penalties and interest, arising out of or as
:he result of the entering into or the performance of this
Agreement, the retention by the Vendor of security title to the
Equipment, the ordering, acquisition, use, operation, condition,
aurchase, delivery, rejection, storage or return of any of the
Equipment, any accident in connection with the operation, use,
condition, possession, storage or return of any of the Equipment
resulting in damage to property or injury or death to any person
luring the period when security title thereto remains in the
;endof or the transfer or release of security title to the
equipment by the Vendor pursuant to any of the provisions of this
Agreement, except, however, any losses, damages, injuries,
.labilities, claims and demands whatsoever arising out of any
:ort, breach of warranty or failure to perform any covenant here-
inder by the Railroad or the Builder. This covenant of indemnity
shall continue in full force and effect notwithstanding the full
>ayment of the indebtedness in respect of the Purchase Price of,
md the conveyance or release of security title to, the
Equipment, as provided in the last paragraph of Article 4 hereof,

the termination of this Agreement in any manner 'whatsoever.
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The Vendee will bear the responsibility for and risk of, and
shall not be released from its obligations hereunder in the event
of, any damage to or the destruction or loss of any unit of or
all the Eguipment.

Th§ Vendor makes no warranties whether writtenx gralx
statutory, or implied^ including the warranties of ̂ merchant abjl ity
or fitness for a particular purpose , with respect t.o the Hulks or
the Equipment or in connection with this Agreement or the
delivery and sale of the Equipment hereunder.

i

The Builder and the Railroad warrant that the Hulks will be
reconstructed in accordance with the Specifications, and standards
set forth or referred to in Article 1 hereof and warrant that the
Equipment will be free from defects in material or workmanship or
design under normal use and service. This warranty is expressly
iD liba of all other warrantieŝ  with ris£ect"to~reconstruction̂
expressed or implied^ including any Implied warranty of
nerchgntability or fitness for a particular purpose.. The Builder
grees to and does hereby, to the extent legally possible without
mpairing any claim, right or cause of action hereinafter
eferred to, transfer, assign, set over and deliver to the Vendor
and, subject to the rights of the Vendor under this Agreement, to
bhe Vendee, every claim, right and cause of action which the
Builder has or hereafter shall have against any party who shall
Derform any of the reconstruction of the Hulks and the Builder
agrees to execute and deliver to the Vendor and the vendee all
md every such further assurance as may be reasonably requested
nore fully to effectuate the assignment, transfer and delivery of
jvery'such claim, right and cause of action.

i
The warranties and indemnities contained or referred to in

Jiis Article 13 and in any other Articles hereof and all other
ovenants and obligations of the Builder and the Railroad
ontained in this Agreement shall inure to the benefit of, and be
mforceable by, any lessee, assignee or transferee of this
greement or of any units of the Equipment reconstructed by the
luilder hereunder.

i

The Railroad agrees to indemnify and save harmless the Vendor
nd trie Vendee against any charge or claim made against either of
hem and against any expense, loss or liability (including but •
riot limited to counsel fees and expenses, patent liabilities,
penalties and interest) which the Vendor or the Vendee may incur
in any manner by reason of entering into or performing the Hulk
lurchase Agreement, this Agreement, any of the instruments or
greements referred to therein or herein or contemplated thereby
r hereby or the ownership of, or which may arise in any manner

cjut of or as the result of the ordering, acquisition, purchase,
econs|truction, use, operation, condition, delivery, rejection,
storage or return of, any of the Hulks or any units of the
Equipment and to indemnify and save harmless the Vendor and the
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Vendee against any charge, claim, expense, loss or liability on
account of any accident in connection with the reconstruction,
operation, use, condition, possession or storage of any of the
Hulks or any units of the Equipment resulting in dcimage to
property or injury or death to any person. The indemnities
contained in this Article shall survive delivery of the Equipment
and t;he performance of all other obligations under this Agreement
and the Hulk Purchase Agreement and the termination of this
Agreement and/or the Hulk Purchase Agreement.

ARTICLE 14. Assignments. The Vendee will not (a) except as
provided in Article 11 hereof, transfer the right to possession
of any unit of the Equipment or (b) sell, assign, transfer or
otherwise dispose of its rights under this Agreement unless such
pale, assignment, transfer or disposition (i) is made expressly
ubject in all respects to the rights and remedies of the Vendor
hereunder (including without limitation, rights and remedies
against the Vendee and the Railroad) and (ii) provides that the
Vendee shall remain liable for all the obligations of the Vendee
ander; this Agreement.

All or any of the rights, benefits and advantages of the
/endor under this Agreement, including the right to receive the
sayments herein provided to be made by the Vendee and the
Benefits arising from the undertakings of the Railroad hereunder,
nay be assigned by the Vendor and reassigned by any assignee at
my time or from time to time. No such assignment shall subject
my assignee to, or relieve the Builder from, any of the
obligations of the Builder to reconstruct and deliver the
equipment in accordance herewith or to respond to its warranties
ind indemnities contained or referred to in Article 13 hereof or
Relieve the Vendee or the Railroad of their respective
bligations contained or referred to in Articles 1, 2, 3, 5, 7
nd 13 hereof and this Article 14, or any other obligation which,
ccording to its terms and context, is intended to survive an
ssignment.

ii
Upon any such assignment, either the assignor 03: the assignee

hall'give written notice to the Vendee and the Railroad,
ogether with a counterpart or copy of such assignment, stating
he identity and post office address of the assignee, and such
ssignee shall, by virtue of such assignment, acquire all the
ssignor's right, title and interest in and to the Equipment and
his Agreement, or in and to a portion thereof, as the case may
e, subject only to such reservations as may be contained in such
assignment. From and after the receipt by the Vendese and the
Railroad, respectively, of the notification of any Eiuch
Assignment, all payments thereafter to be made by the Vendee or

Railroad under this Agreement shall, to the extemt so
5signed, be made to the assignee in such manner as it may
irectl
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In the event of any such assignment or successive assignments
by the Vendor of title to the Equipment and of the Vendor's
rights hereunder with respect thereto, the Railroad will,
whenever requested by the assignee, change the markings on each
side jof each unit of the Equipment so as to indicate the title of
such assignee to the Equipment, such markings to be; specified by
such assignee, subject to any requirements of the laws of the
jurisdictions in which the Equipment shall be opercited. The cost
of such markings in the event of an assignment cf not less than
all the Equipment at the time covered by this Agrecunent shall be
borne' by the Railroad and, in the event of an assignment of less
than all such Equipment, such cost shall be borne by such
assignee.

ARTICLE 15. Defaults. In the event that any one or more of
the following events of default shall occur and be continuing
(without regard to the limitations provided for in the last
aaragraph of Article 3 hereof or in Article 22 hereof) to wit:

I (a) the Vendee shall fail to pay in full any sum
payable by the Vendee when payment thereof shall be due
hereunder and such default shall continue for ten days; or

| (b) the Vendee or the Railroad shall, for more than- 30
days after the Vendor shall have demanded in writing
performance thereof, fail or refuse to comply with any other
agreement, term or provision of this Agreement, or of any
agreement entered into concurrently herewith relating to the
financing of the Equipment, on its part to te kept and
performed or to make provision satisfactory to the Vendor for
such compliance; or

(c) a petition for reorganization under Section 77 of
the Bankruptcy Act, as now constituted or as said section 77
may be hereafter amended, shall be filed by or against the
Failroad and, unless such petition shall have been dismissed,
nullified, stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations of the
Railroad under this Agreement shall not have been duly
assumed in writing, pursuant to a court order or decree, by a
trustee or trustees appointed in such proceedings (whether or
not subject to ratification) in such manner thai: such
obligations shall have the same status as obligations
incurred by such trustee or trustees, within 30 days after
such appointment, if any, or 60 days after such petition
sh'all have been filed, whichever shall be earlier; or

i
! (d) any other proceeding shall be commenc€>d by or

against the Vendee, any Beneficiary or the Railroad under any
bankruptcy or insolvency laws, or laws relating to the relief
of| debtors, readjustment of indebtedness, reorganizations,
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arrangements, compositions or extensions (other than a law
which does not permit any readjustment of the obligations of
t'he Railroad or the Vendee under this Agreement) , and, unless
such proceedings shall have been dismissed, nullified, stayed
or otherwise rendered ineffective (but then only so long as
such stay shall continue in force or such ineffectiveness
shall continue), all the obligations of the Railroad or the
Vendee, as the case may be, under this Agreement shall not
have been duly assumed in writing, pursuant to a court order
or decree, by a trustee or trustees or receiver or receivers
appointed for the Railroad or the Vendee, as the case may be,
or for their respective property in connection with any such
proceedings (whether or not subject to ratification) in such
manner that such obligations shall have the same status as
obligations incurred by such trustee or trustees or receiver
or receivers, within 30 days after such appointment, if any,
or 60 days after such proceedings shall have been commenced,
whichever shall be earlier;

:hen at any time after the occurrence of such an event of default
:he Vendor may, upon written notice to the Vendee and the
Railroad (i) subject to the rights of the Railroad set forth in
rticle 11 hereof, cause the Lease immediately upon such notice
o terminate (and the vendee and the Railroad each acknowledge
he right of the Vendor tc terminate the Lease) and/or (ii)
eclare (hereinafter called a Declaration of Default) the entire
paid Conditional Sale Indebtedness together with the interest
hereon then accrued and unpaid, immediately due and payable,
ithout further demand, and thereafter the aggregate of the
paid balance of such indebtedness and interest shall bear
nterest from the date of such Declaration of Default at the rate
er annum specified in the sixth paragraph of Article 3 hereof,
o the extent legally enforceable. Upon a Declaration of
fault, the Vendor shall be entitled to recover judgment for the
ntire unpaid balance of the indebtedness in respect of the
urchase Price of the Equipment so payable, with interest as
foresaid, and to collect such judgment out of any property of
he Vendee, subject to the limitations of Article 3 hereof, or
he Railroad wherever situated. The Vendee and the Railroad
gree 'to promptly notify the Vendor of any event which has come
|Q its attention which constitutes, or with the giving of notice
d/or lapse of time could constitute, an event of default under
is Agreement.

The Vendor may, at its election, waive any such event of
fault and its consequences and rescind and annul any
iclarjatibn of Default or notice of termination of the Lease by
Dtice, to the Vendee and the Railroad in writing to that effect,
id thereupon the respective rights of the parties shall be as
hey would have been if no such event of default had occurred and

n 3 Declaration of Default or notice of termination of the Lease
had been made or given. Notwithstanding the provisions of this
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paragraph, it is expressly understood and agreed by the Vendee
and -the Railroad that time is of the essence of this Agreement
and that no such waiver, rescission or annulment shall extend to
or affect any other or subsequent default or impair any rights or
remedies consequent thereon.

ARTICLE 16. Remedies. At any time during the continuance of
a Declaration of Default, the Vendor may, subject to the rights
of the Railroad set forth in Article 11 hereof, and upon such
further notice and action, if any, as may be required for
compliance with any mandatory legal requirements then in force
and applicable to the action to be taken by the Vendor, take or
ause to be taken, by its agent or agents, immediate possession
f the Equipment, or one cr more of the units thereof, without
lability to return to the Vendee or the Railroad any sums ..,,
heretofore paid and free from all claims whatsoever, except as
lereinafter in this Article 16 expressly provided, and may remove
bhe same from possession and use of the Vendee, the Railroador
any other person and for such purpose may enter upon the premises
af the Vendee or the Railroad or any other premises where the
Equipment may be located and may use and employ in connection
i*ith such removal any supplies, services and aids and any
available trackage and other facilities or means of the Vendee or
bhe Railroad.

i v,

In case the Vendor shall demand possession of the Equipment
Dursuant to this Agreement and shall designate a reasonable point

points on the lines or premises of the Railroad for the ;

delivery of the Equipment to the Vendor, the Railroad shall
(subject to the rights of the Railroad set forth in Article 11
lereof), at its own expense forthwith and in the usual manner,
2ause the Equipment to be moved to such point or points on its
ines and shall there deliver the Equipment or cause it to be
elivered to the Vendor. At the option of the Vendor, the Vendor
ay keep the Equipment on any of the lines or premises of the
ilroad until the Vendor shall have leased, sold or otherwise
isposed of the same, and for such purpose the Railroad agrees to
Eurnish, without charge for rent or storage, the necessary
facilities at any point or points selected by the Vendor
reasonably convenient to the Railroad. This agreement to deliver
:he Equipment and furnish facilities as hereinbefore provided is
>f the essence of the agreement between the parties, and, upon
application to any court of equity having jurisdiction in the
aremises, the Vendor shall be entitled to a decree (against the
j/endee and/or the Railroad requiring specific performance hereof.
The Vendee and the Railroad hereby expressly waive any and all
:laims against the Vendor and its agent or agents for damages of
whatever nature in connection with any retaking of any unit of
:he Equipment in any reasonable manner.

At any time during the continuance of a Declaration of
Jefauit, the Vendor (after retaking possession of the Equipment
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as hereinbefore in this Article 16 provided) may, at its election
and upon such notice as is hereinafter set forth, retain the
Equipment in satisfaction of the entire indebtedness in respect
of the Purchase Price of the Equipment and make such disposition
thereof as the Vendor shall deem fit. Written notice of the
Vendor's election to retain the Equipment shall be given to the
Vendee and the Railroad by telegram or registered mail, addressed
as provided in Article 21 hereof, and to any ether persons to
whom the law may require notice, within 30 days after such
Declaration of Default. In the event that the Vendor should
elect to retain the Equipment and no objection is made thereto
within the 30-day period described in the second proviso below,
all the vendee's rights in the Equipment shall thereupon
terminate and all payments made by the Vendee and the Railroad
may be retained by the Vendor as compensation fcr the use of the
Equipment; provided, however^ that if the Vendee, before the
expiration of the 30-day period described in the proviso below,
should pay or cause to be paid to the Vendor the total unpaid
balance of the indebtedness in respect of the Purchase Price of
the Equipment, together with interest thereon accrued and unpaid
and all other payments due under this Agreement, then in such
event absolute right to the possession of, title to and property
in trie Equipment shall pass to and vest in the Vendee; provided^
further, that if the Vendee, the Railroad or any other persons
notified under the terms of this paragraph object in writing to
the Vendor within 30 days from the receipt of notice of the
Vendor's election to retain the Equipment, then thcs Vendor may
not so retain the Equipment, but shall sell, lease or otherwise
dispose of it or continue to hold it pending sale, lease or other
disposition as hereinafter provided or as may otherwise be per-
mitted by law. If the Vendor shall have given no notice to
retain as hereinabove provided or notice of intention to dispose
of the Equipment in any other manner, it shall be deemed to have
elected to sell the Equipment in accordance with the provisions
|of this Article 16.

At any time during the continuance of a Declaration of
Default, the Vendor, with or without retaking possession thereof,
at its election and upon reasonable notice to the Vendee, the
Railroad and any other persons to whom the law may require notice

the time and place, may, subject to the rights of the Railroad
set forth in Article 11 hereof, sell the Equipment, or one or
nore of the units thereof, free from any and all claims of the
Vendee, the Railroad or any ether party claiming from, through or
under' the Vendee or the Railroad at law or in equity, at public
or private sale and with cr without advertisement as the Vendor
nay determine; provided, howeverf that if, prior to such sale and
prior to the making of a contract for such sale, the Vendee
should tender full payment of the total unpaid balance of the
.ndebtedness in respect of the Purchase Price of the Equipment,
:oget'her with interest thereon accrued and unpaid and all other
payments due under this Agreement as well as expenses of the



23

endor in retaking possession of, removing, storing, holding and
preparing the Equipment fcr, and otherwise arranging for, the
;ale and the Vendor's reasonable attorneys' fees, then in such
vent absolute right to the possession of, title to and property
n the Equipment shall pass to and vest in the Vendee. The
troceeds of such sale or other disposition, less the attorneys'
ees and any other expenses incurred by the Vendor in retaking
>ossession of, removing, storing, holding, preparing for sale and
elling or otherwise disposing of the Equipment, shall be
redited on the amount due to the Vendor under the provisions of
his Agreement.

Any sale hereunder may be held or conducted at New York, New
ork, at such time or times as the Vendor may specify (unless the
endor shall specify a different place or places, in which case
he sale shall be held at such place or places as the Vendor may
pecify), in one lot and as an entirety or in separate lots and
without the necessity of gathering at the place of sale the
iroperty to be sold, and in general in such manner as the Vendor
lay determine. The Vendee and the Railroad shall be given
iritten notice of such sale not less than ten days prior thereto,
iy telegram or registered mail addressed as provided in Article
1 hereof. If such sale shall be a private sale, it shall be
ubject to the rights of the Vendee and the Railroad to purchase
>r provide a purchaser, within ten days after notice of the
iroposed sale price, at the same price offered by the intending
iurchaser or a better price. The Vendor may bid for and become
Jie purchaser of the Equipment, or any unit thereof, so offered
or sale. In the event that the Vendor shall be the purchaser :
:hereof, it shall not be accountable to the Vendee or the
ailroad (except to the extent of surplus money received as
ereinafter provided in this Article 16), and in payment of the
urchase price therefor the Vendor shall be entitled to have
redited on account thereof all sums due to the Vendor hereunder.

Each and every power and remedy hereby specifically given to
he Vendor shall be in addition to every other power and remedy
ereby specifically given or now or hereafter existing at law or
.n equity, and each and every power and remedy may be exercised
rom 'time to time and simultaneously and as often and in such
rdez^as may be deemed expedient by the Vendor. All such powers
nd remedies shall be cumulative, and the exercise of one shall
ot be deemed a waiver of the right to exercise any other or
>thers. No delay or omission of the Vendor in the exercise of
ny such power or remedy and no renewal or extension of any
ayments due hereunder shall impair any such power or remedy or
hall be construed to be a waiver of any default or an
cquiescence therein. Any extension of time for payment
iereunder or other indulgence duly granted to the Vendee or the
ailroad shall not otherwise alter or affect the Vendor's rights
r the Vendee's or the Railroad's obligations hereunder. The
endor's acceptance of any payment after it shall have become due
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hereunder shall not be deemed to alter or affect the Vendee's or
the Railroad's obligations or the Vendor's rights hereunder with
respect to any subsequent payments or default therein.

If, after applying all sums of money realized by the Vendor
under the remedies herein provided, there shall remain any amount
due to it under the provisions of this Agreement, the Vendee
shall, subject to the limitations of Article 3 hereof, pay the
amoun;t of such deficiency to the Vendor upon demand, and, if the
i/endee shall fail to pay such deficiency, the Vendor may bring
suit jtherefor and shall be entitled to recover a judgment
bherefor against the Vendee. If, after applying as aforesaid all
sums realized by the Vendor, there shall remain a surplus in the
Dossession of the Vendor, such surplus shall be paid first to the
t/endee to the extent of the Vendee's interest therein, and then
bo the Railroad, to the extent of its interest therein.

i

The Vendee will, subject to the limitations of Article 3
lereof, pay all reasonable expenses, including attorneys' fees,
incurred by the Vendor in enforcing its remedies under the terms

this Agreement. In the event that the Vendor shall bring any
suit to enforce any of its rights hereunder and shall be entitled
:o judgment, then in such suit the Vendor may recover reasonable
sxpenses, including reasonable attorneys' fees, and the amount
-hereof shall be included in such judgment.

I

The foregoing provisions of this Article 16 are subject in
<ill respects to all mandatory legal requirements at the time in
iorce and applicable thereto.

ARTICLE 17. Applicable State Laws. Any provision of this
greement prohibited by any applicable law of any jurisdiction
which is not overridden by applicable federal law) shall as to
uch jurisdiction be ineffective, without modifying the remaining
(revisions of this Agreement. Where, however, the conflicting
revisions of any such applicable law may be waived, they are
ereby waived by the parties hereto to the full extent permitted
y law, it being the intention of the parties hereto that this
greement shall be deemed to be a conditional sale and enforced
4s such.

Except as otherwise provided in this Agreement, the Vendee
the Railroad, to the full extent permitted ty Iciw, hereby

aive all statutory or other legal requirements for any notice of
ajny kind, notice of intention to take possession of or to sell or
ease the Equipment, or any one or more units thereof, and any
ther ̂ requirements as to the time, place and terms of the sale or
1ease thereof, any other requirements with respect to the
enforcement of the Vendor's rights under this Agreement and any
and all rights of redemption,.
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ARTICLE 18. Recording. The Railroad will cause this
Agreement, any assignments hereof and any amendments or supple-
ments hereto or thereto to be filed and recorded in accordance
with'section 20c of the Interstate Commerce Act; and the Railroad
will.from time to time do and perform any other ad: and will
execute, acknowledge, deliver, file, register, deposit and record
any and all further instruments required by law or reasonably
requested by the Vendor for the purpose of proper protection, to
the satisfaction of counsel for the Vendor, of its security title
to trie Equipment and its rights under this Agreement or for the
purpose of carrying out the intention of this Agreement; and the
Railroad will promptly furnish to the Vendee and the Vendor
certificates or other evidence of such filing, registering,
depositing and recording satisfactory to the Vendoi:.

ARTICLE 19. Payment of Exp.engega The Vendee will pay all
reasonable costs and expenses incident to this Agreement and the
first assignment of this Agreement if the first assiignee is
acting as agent or trustee (including the fees and €;xpenses of
such jagent cr trustee) and any instrument supplemental or related
hereto or thereto, including all fees and expenses of counsel for
the yendor. "

ARTICLE 20. Article Headings; Effect and Modification of
Agreement. All article headings are inserted for convenience
only jand shall not affect any construction or interpretation of
this Agreement.

i

This Agreement, including any schedules or annexes hereto,
exclusively and completely states the rights cf the parties
hereto with respect to the Hulks and the Equipment and supersedes
all c>ther agreements, oral or written, with respect to the Hulks
and the Equipment except the Hulk Purchase Agreenrent. No
variation or modification of this Agreement, the Lease or the
Trust1 Agreement and no waiver of any of the provisions thereof or
onditions thereto shall be valid unless in writing and signed by
July authorized representatives of the parties hereto.

ARTICLE 21. Notice. Any notice hereunder to any of the
aarties designated below shall be deemed to be properly served if
lelivered or mailed to it at its place of business at the
following specified addresses:

i

(a) to the Vendor, at 440 Lincoln Street, Worcester,
Massachusetts 01605, Attention of Securities Division,

(b) to the Vendee, at P.O. Drawer 4625, Atlanta, Georgia
30302, Attention of Corporate Trust Department,

(c) to the Railroad or the Builder at 908 West Broadway,
•ouisille, Kentucky 40201,
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(d) to any assignee of the Vendor, or of the Vendee, at such
iddress as may have been furnished in writing to the Vendee, or
:he Vendor, as the case may be, and to the Railroad, by such
issigriee, or at such other address as may have teen furnished in
writing by such party to the other parties to this Agreement.

ARTICLE 22. Investment Representation. The Vendor
represents that it is acquiring its entire participation in the
Conditional Sale Indebtedness for its own account for investment
md not with a view to, or for sale in connection with, the
distribution of the same, nor with any present intention of
distributing or selling the same, but subject, nevertheless, to
< ny requirement of law that the disposition of its property shall
t all times be within its control.iI

The interest of the Vendor hereunder has not been registered
tinder the Securities Act of 1933 and the Vendor agrees that it
ill riot assign its interest hereunder unless such assignment
'ould not require registration under said Act. The Vendor hereby
grees that any assignment authorized pursuant to the next
preceding sentence of all or any part of its interest in the
onditlional Sale Indebtedness shall be upon the express condition
hat tihe assignee thereof shall be bound by the terns of this
Agreement.

i .
ARTICLE 23. Immunities; Satisfaction of Undertakings^ No

lecourse shall be had in respect of any obligation due under this
Agreement, or referred to herein, against any incorporator,
stockholder, director or officer, past, present or future, of the
ârtie's hereto solely by reason of the fact that such person is
an incorporator, stockholder, director, or officer, whether by
virtue| of any constitutional provision, statute or rule of law or
iy enforcement of any assessment or penalty or otherwise, all
such liability, whether at common law, in equity, by any
constitutional provision, statute or otherwise, of such
incorporators, stockholders, directors or officers being forever
released as a condition of and as consideration for the execution
of this Agreement.

*

The obligations of the Vendee under the first paragraph of
ticl|e 6, the last paragraph of Article 14 and under Articles 5,
9, |10, 12 and 13 hereof shall be deemed in all respects

atisfied by the Railroad's undertakings contained in the Lease, i
ne Railroad shall be liable in respect of its guaranty hereunder
or such obligations under said Articles regardless of whether or

n|3t the Lease provides for the discharge of such obligations or
in effect. The vendee shall not have any responsibility for

ie Railroad's failure to perform such obligations, but if the
skme shall not be performed they shall constitute the basis for
ai event of default hereunder pursuant to Article 15 hereof. No
wliver or amendment of the Railroad's undertakings under the
2ase shall be effective unless joined in by the Vendor.
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rt is expressly understood and agreed by and between the
parties hereto, anything herein to the contrary notwithstanding,
that each and all of the representations, undertakings and
greements herein made on the part of the Vendee, while in form
purporting to be the representations, undertakings and agreements
f the Vendee are nevertheless each and every one of them, made
nd intended not as personal representations, undertakings and
greements by the Vendee or for the purpose or with the intention

biriding the Vendee personally but are made and intended for
e purpose of binding only the Trust Estate as such term is used
the1 Trust Agreement, and this Agreement is executed and

elivered by the Vendee not in its own right but solely in the
[xercise of the powers expressly conferred upon it as trustee
der !the Trust Agreement; and that no personal liability or
rsonlal responsibility is assumed by or shall at ariy time be

|ssert|ed or enforceable against the Vendee or the Beneficiaries
account of this Agreement or on account of any representation,
dert'aking or agreement of the Vendee or any Beneficiary, either
pressed or implied, all such personal liability, if any, being
xpressly waived and released by the Vendor and by all persons
dlaiming by, through or under the Vendor; firovided^ hgweverx that
the Vendor or any person claiming by, through or under any of
them, jmaking claim hereunder, may look to the Trust Estate for
satisfaction of the same.

ARTICLE 2U. Law_Governincf.. The Vendee warrants that its
chief place of business is located in the State specified in
clause (b) of Article 21 and the terms of this Agreement and all
rights and obligations hereunder shall be governed by the laws of
said state; provided, however, that the parties shall be entitled
to all rights conferred by section 20c of the Interstate Commerce
Act and such additional rights arising out of the filing,
recording or deposit hereof, if any, and of any assignment hereof
as shall be conferred by the laws of the several jurisdictions in
which jthis Agreement or any assignment hereof shall be filed,
recorded or deposited.

I
ARTICLE 25. Execution.. This Agreement may be executed in
number of counterparts, each of which so executed shall be

d seined! to be an original, and such counterparts together shall
constitute but one and the same contract, which shall be
fficiently evidenced by any such original counterpart.
Lthou.gh this Agreement is dated as of the date set forth on the

clover hereof, for convenience, the actual date or dates of '
xecution hereof by the parties hereto is cr are, respectively,
lie daite or dates stated in the acknowledgments hereto annexed.
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IN WITNESS WHEREOF, the parties hereto have executed or
aused this instrument to be executed all as of the date first
,bove i written.

Corporate seal]

.ttesi:

by STATE MUTUAL LIFE ASSURANCE
COMPANY OF AMERICA,

ssistant lsecrett)ary

corporate Seal 1

ssis-tam: Secretary

Assistant Treasurer

LCUISVIILE AND NASHVILLE
RAILROAD COMPANY,



29

L 6 N INVESTMENT CORPORATION,

Corporate seal]

ttest:

/

Assis-frant Secretary

[RUST COMPANY OF GEORGIA,
- as. ffrustee,

lco rrcoidont

Corporate Seal]

ttest:

AsfeTs'tanrt Secretary
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COMMONWEALTH OF MASSACHUSETTS)
: ) ss.:

COUNTY OF WORCESTER )

On this «»2?w6 day of 'ru*.**' 1973, before ire personally
appeared f̂̂ ttL ye7. C<*/«.4̂ <, , to me personally known, who,
being by me duly sworn, says that he is an Assistant Treasurer of
State Mutual Life Assurance Company of America, that one of the
seals affixed to the foregoing instrument is the corporate seal
of said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Eioard of
Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation.

[Notarial Seal]

My Commission expires

NORMAN L. KASPARSON
My Commission Expires January 31.1979
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:OMMONWEALTH OF KENTUCKY)
) ss, :

(tOUNTY OF JEFFERSON )

On tbiŝ /2̂  day Qt&t&d&v****- '1973, before me personally
ppeared £. 6&/&*&fc*J &t&s&t>tfa/ ft to me personally known, who,
l:eing by me duly sworn, says that he is the Secretary-Treasurer
f Louisville and Nashville Bailroad company, that one of the
eals j affixed to the foregoing instrument is the corporate seal
f said corporation, that said instrument was signed and sealed
m behalf of said corporation by authority of its Board of
irectors, and he acknowledged that the execution of the
oregoing instrument was the free act and deed of said
orporation. /

Notary Public

Notarial Seal]

Ny Commission expires /
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OMMONWEALTH OF KENTUCKY)
j ) ss. :

OUNTY OF JEFFERSON )

On this^ day of e**** ;̂ 1973, before me personally
ppeared £ 3UdL*ft&*S %t*J-&u£*s/ ", to me persona Hy^-known. who,
eingj by me dul# sworn, says that he is ti^44f^™f&tftf&*6f L 6
nvestment Corporation, that one of the seals affixed to the
oregping instrument is the corporate seal of said corporation,
hat said instrument was signed and sealed on behalf of said
orporation by authority of its Board of Directors, and he
cknowledged that the execution of the foregoing instrument was
he free act and deed of said corporation.

N

A Notary Public

Notarial Seal]

y commission expires
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TATE OF GEORGIA

OUNTY OF FULTON

On this
ppeared Q .

SS.

before ire personally
, to me persm^llv know^ who,

eing byline duly sworn, says that he is a Vice Tre si dent of Trust
ompahy of Georgia, that one of the seals affixed to the
oregoing instrument is the corporate seal of said corporation,
hat said instrument was signed and sealed on behalf of said
orporation by authority of its Board of Directors, and he
cknowledged that the execution of the foregoing instrument was
he free act and deed of said corporation.

_
Notary Public

Notarial Seal]

y Commission expires
NOTARY PUBLIC, GEORGIA, STATE at LARGE

COMMISSION EXPIRES Aug, 17,
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Exhibit A

TRANSFER AGREEMENT

tate| Mutual Life Assurance Company
of America
10 Lincoln Street
orcester, Massachusetts 01605.

The undersigned has recently acquired the used railroad
quipment described in Annex I hereto (hereinafter called the
ulksj from Louisville and Nashville Railroad Company
hereinafter called the Railroad) and desires tc have such Hulks
econstructed. The undersigned hereby agrees with you as
ollows:

1. In order to cause the Hulks to be reconstructed and
sold to us by you on conditional sale, the undersigned hereby
assigns and transfers to you, without warranties as to title
or workmanship, security title to the Hulks and our rights
uhder the Reconstruction Agreement dated as of December 1,
1972, between LSN Investment Corporation (hereinafter called
the Builder) and us pursuant to which the Hulks are being
reconstructed.

j 2. You will hold security title under and pursuant to
the Reconstruction and Conditional Sale Agreement dated as of
December 1, 1972 (hereinafter called the Agreement), among
you, the Railroad, the Builder and us and you will request
tliat the Hulks be reconstructed, pursuant thereto in
accordance with the specifications referred to in Schedule A
thereto. In accordance with the Agreement the undersigned
has caused the Hulks to be delivered to the Builder on your
behalf.

3. Upon completion of the reconstruction, the rebuilt
Hulks will be delivered and conditionally scld by you to us
in accordance with the Agreement.

i
4. If Hulks are excluded from the Agreement you shall

reassign to us your interest in such Hulks, without warranty.

5. It is understood and agreed that this Agreement is
being entered into solely to permit you to effectuate the
foregoing and your interests in the Hulks, in present form or
as reconstructed, is a security interest and that we shall at
ail times be the beneficial owner of the sanre.



If the foregoing is in accordance with your
understanding, please sign a copy of this letter in the space
roviided and return it to the undersigned, whereupon this letter
hall become a valid and binding agreement between us.

Very truly yours,

TRUST COMPANY OF GEORGIA, as Trustee,

SEAL]

CCEPTED:

TATE MUTUAL LIFE ASSURANCE COMPANY
OF AMERICA,

Assistant Treasurer



OONTY OF FULTON )

On this day of 1973, before me
ersorially appeared , to me
personally known, who, being by me duly sworn, says that he is a
ice President of Trust Company of Georgia, that th« seal affixed

•tfo the foregoing instrument is the corporate seal of said
orporation and that said instrument was signed and sealed on

tiehalf of said corporation by authority of its Board of
Directors, and each of whom acknowledged that the execution of
Vhe foregoing instrument was a free act and deed of said
(orporation.

NOTARIAL SEAL]
i

fly Commission expires:

TATE OF GEORGIA )
) ss.:

Notary Public
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ANNEX I

Quantity

126

Description

50 ton 40'6"
box cars/

L&N'
Road Numbers

194 50 ton 50 '6"
box cars,

120 80 ton open-
top hopper cars,

37 70 ton 50'6"
box cars,

36 70 ton 50'6"
box cars,

27 100 ton 4 8 ' 6 "
box cars,



EXHIBIT B

LEASE OF RAILROAD EQUIPMENT

Dated as of December 1, 1972

between

LOUISVILLE AND NASHVILLE
RAILROAD COMPANY

and

TRUST COMPANY OF GEORGIA,
as Trustee



LEASE OF RAILROAD EQUIPMENT, dated as of
December 1, 1972, between LOUISVILLE AND NASHVILLE
RAILROAD COMPANY (hereinafter called the Lessee)
and TRUST COMPANY OF GEORGIA (hereinafter called
the Lessor) as Trustee under a Trust Agreement
dated as of the date hereof with Liberty National
Bank and Trust company of Louisville and First
Tennessee Leasing Corporation, as beneficiaries
(hereinafter individually called a Beneficiary and
together the Beneficiaries).

WHEREAS the Railroad, the Lessor, L & N Investment
Corporation (hereinafter called the Builder) and State Mutual
Life
have

Assurance Company of America (hereinafter called the Vendor)
entered into a Reconstruction and Conditional Sale Agreement

dated as of the date hereof (hereinafter called the Security
Documentation), wherein the vendor has agreed to sell to the
Lessor its interest in the railroad equipment described in
Schedule A hereto after it has been reconstructed by the Builder;
and

WHEREAS, the Lessee desires to lease all the units of said
equipment, or such lesser number as are delivered and accepted
and settled for under the Security Documentation on or prior to
the Cut-off Date (as defined in Article 2 of the Security
Documentation) (such units being hereinafter called the Units),
at the rentals and for the terms and upon the conditions
hereinafter provided;

NOW, THEREFORE, in consideration of the premises and of the
renta'ls to be paid and the covenants hereinafter mentioned to be
kept and performed by the Lessee, the Lessor hereby leases the

upon
Units to the Lessee upon the following terms and conditions, but,

default of the Lessee hereunder or under the Security
Documentation, subject to all the rights and remedies of the
Vendor under the security Documentation:

Section 1. Deliyer^_and_J^cce£tan£e_of_ynits.- The Lessor
will cause each Unit tc be tendered to the Lessee at the point or
points within the United States of America at which such Unit is
delivered to the Lessor under the Security Documentation. Upon
such tender, the Lessee will cause an authorized representative
of the Lessee to inspect the same, and if such Unit is found to
be iri good order, to accept delivery of such Unit cind execute and
deliyer to the Lessor and the Builder a certificate of acceptance
and delivery (hereinafter called the Certificate of Delivery),
whereupon such Unit shall be deemed to have been delivered to and
accented by the Lessee and shall be subject thereafter to all the
terms and conditions of this Lease.



Sectiqn 2. Rental . The Lessee agrees to pay to the Lessor
s rental for each Unit subject to this Lease 21 consecutive
lemiannual payments payable on May 1 and November 1 in each year,
:ommencing November 1, 1973 (or if any such date is not a
msiness day, on the next succeeding business day) . The first
such payment shall be in an amount equal to .035811% of the
nirchase Price (as defined in the Security Documentation) of each
Fnit for each day elapsed from and including the date such Unit
.s settled for under the Security Documentation to November 1,
973. The remaining payments shall each be in an amount equal to

of the Purchase Price of each Unit subject to this
lease

The Lessor irrevocably instructs the Lessee to make, and the
essee agrees to make, all the payments provided for in this

:,ease' in New York clearing house funds for the account of the
essor, care of the Vendor at Account Number 04-5969, The Bank of
tew York, HB Wall Street, New York, New York 10005, attention of
ollection Department, for the purpose of and to the extent
necessary to satisfy the obligations of the Lessor under the
security Documentation due and payable on, or on the business day
ifterj the date such payments are due hereunder and, so long as
no event of default (or event which, with notice or lapse of
•:ime,jor both, could constitute an event of default) under the
security Documentation shall have occurred and be continuing, any
alance shall be paid by the Lessee to the Lessor (otherwise such
jalance shall be paid to the Vendor) .

ii
Tliis Lease is a net lease and the Lessee shall not be

entitled to any abatement of rent, reduction thereof or setoff
gainst rent, including, but not limited to, abatements,
reductions or setoff s due or alleged to be due to, or by reason
)f , any past, present or future claims of the Lessee against the
,essor under this Lease or under the Security Documentation,

: .ncluding the Lessee's rights by subrogation under Article 7
thereof, or the Builder or the Vendor or otherwise; nor, except
as otherwise expressly provided herein, shall this Lease
.ermihate, or the respective obligations of the Lessor or the
,essee be otherwise affected, by reason of any defect in or
a mage to or loss of possession or loss of use or destruction of
all or any of the Units from whatsoever cause, any liens,
oncumlprances or rights of others with respect to any of the
Jnits| the prohibition of or other restriction against Lessee's
ise of all or any of the Units, the interference with such use by
my person or entity, the invalidity or unenforceability or lack
f due authorization of this Lease, any insolvency, bankruptcy,
reorganization or similar proceeding against the Lessee, or for
ny other cause whether similar or dissimilar to the foregoing,
ny present or future law to the contrary notwithstanding, it
jeingithe intention of the parties hereto that the rents and
ther | amounts payable by the Lessee hereunder shall continue to
e payable in all events in the manner and at the times herein



provided unless the obligation to pay the same shall be
:erminated pursuant to the express provisions of this Lease. To

• :he extent permitted by applicable law, the Lessee hereby waives
any arid all rights which it may now have or which at any time
hereafter may be conferred upon it, by statute or otherwise, to
-erminate, cancel, quit or surrender the lease of any of the
Units I except in accordance with the express terms hereof. Each
: -ental or other payment made by the Lessee hereunder shall be
:inal and the Lessee shall not seek to recover all or any part of
such payment from the Lessor for any reason whatsoever.

i
Section 3. Term_of_Lease_.. The term of this Lease as to each

Unit shall begin on the date of the delivery to and acceptance by
• fte Lessee of such Unit and, subject to the provisions of
sections 6 and 9 hereof, shall terminate on the date on which the
iinal semiannual payment of rent in respect thereof is due
hereunder.

i
Notwithstanding anything to the contrary contained herein,

all rights and obligations under this Lease and in and to the
Units, upon default by the Lessee hereunder or under the security
)ocumentation in its capacity as guarantor or otherwise, are
subject to the rights of the Vendor under the security
Documentation. If an event of default should occur under the
security Documentation, the Vendor may terminate this Lease (or
: escir>d its termination), all as provided therein, unless the
: ,essee is not so in default under this Lease or under the
security Documentation (in its capacity as guarantor or
otherwise). if a Declaration of Default (as defined in the
security Documentation) should be made under the Security
Documentation due to an event of default not occasioned by an act
or omission of the Lessee hereunder or not attributable to the
: lessee under the security Documentation as aforesaid, and if such
Declaration of Default shall not have been rescinded by the
vendor within 30 days of the making thereof, or if the vendor
-heretofore has indicated either in writing to the Lessor or the
: ,essee or by the commencement of the remedies specified under
iirticle 16 of the Security Documentation that it will not rescind
such Declaration of Default, the Lessee, without penalty, may
• ermihate this Lease.

! • . •. •
Section 4. !dentification_Marks.. The Lessee, so long as i

• ;his Lease shall remain in effect, will cause each Unit to be
cept numbered with the identifying number set forth in Schedule A
^o the Security Documentation and will keep and maintain,
)lainly, distinctly, permanently and conspicuously marked on each
side of such Unit, in letters not less than one inch in height,
• :he name of the Vendor followed by the words "Security Owner" or
otherjappropriate words designated by the Vendor, with
appropriate changes thereof and additions thereto a;s from time to
• :ime may be required by law in order to protect the title of the
: ,essor or the Vendor to such Unit and the rights of the Lessor



mder this Lease and of the Vendor under the Security
kjcumentation. The Lessee will not place any such Unit in
operation or exercise any control or dominion over the same until
mch names and words shall have been so marked on both sides
-hereof and will replace promptly any such names and word or
words which may be removed, defaced or destroyed. The Lessee
will not change the identifying number of any Unit except in
iccorclance with a statement of new identifying numbers to be
substituted therefor, which statement previously shall have been
iiled with the Vendor and the Lessor by the Lessee and filed,
:-ecorded or deposited by the Lessee in all public offices where
• :his Lease will have been filed, recorded or deposited.

I
Except as above provided, the Lessee, so long as this Lease

i>hall remain in effect, will not allow the name of any person,
association or corporation to be placed on the Units as a
designation that might be interpreted as a claim of ownership;
?£2videdx however^ that the Lessee may cause the Units to be
.ettered with the names or initials or other insignia customarily
ised by the Lessee or its affiliates on railroad equipment used
by them of the same or a similar type for convenience of ,
.dentification of their rights to use the Units as permitted j
mder this Lease.

Section 5. Taxes.. All payments to be made by -the) Lessee I
lereunder will be free of expense to the Lessor for collection or
other charges and will be free of expense to the Lessor with
:respect to the amount of any local, state, federal or foreign
• :axes (other than any United States federal income tax [and, to
:he extent that the Lessor receives credit therefor against its
Jnited states federal income tax liability, any foreign income
•:ax] payable by the Lessor in consequence of the receipt of
payments provided herein and other than the aggregate of all
itate or city income taxes or franchise taxes measured by net
.ncome based on such receipts or gross receipts taxes [other than
qross receipts taxes in the nature of sales or use taxes ], up to
• :he amount of any such taxes which would be payable to the state
and city in which the Lessor has its principal place of business
without apportionment to any other state or city, except any such
• ;ax which is in substitution for or relieves the Lessee from the
payment of taxes which it would otherwise be obligated to pay or
reimburse as herein provided), assessments or license fees and
any charges, fines or penalties in connection therewith ,
(hereinafter called impositions) hereafter levied or imposed upon
or in connection with or measured by this Lease or any sale,
•ental, use, payment, shipment, delivery or transfer of title
inderlthe terms hereof or the Security Documentation, all of

' *hich impositions the Lessee assumes and agrees to pay on demand
: .n addition to the payments to be made by it provided for herein,
"he Lessee will also pay promptly all impositions which may be
.mposed upon any Unit or for the use or operation thereof or upon

• .he earnings arising therefrom or upon the Lesser solely by



jeasor of its ownership thereof and will keep at all times all
nd every part of such Unit free and clear of all impositions

v hich might in any way affect the title of the Lessor or result
:n a lien upon any such Unit; provided. however, that the Lesse
hall |be under no obligation to pay any impositions so long as
: s contesting in good faith and by appropriate legal proceeding
such impositions and the nonpayment thereof does not, in the
pinion of the Lessor/ adversely affect the title, property or

2 ights of the Lessor hereunder or under the Security
ocumentation. If any impositions shall have been charged or
evied against the Lessor directly and paid by the Lessor, the
lessee shall reimburse the Lessor on presentation ol: invoice
herefor.

In the event that the Lessor shall become obligated to make
ny payment to the Vendor pursuant to Article 5 of the Security
liocumentation not covered by the foregoing paragraph of this
ectibn 5, the Lessee shall pay such additional amounts (which
hall also be deemed impositions hereunder) to the Lessor as will
enable the Lessor to fulfill completely its obligations pursuant
to said Article 5.i

In the event any reports with respect to impositions are
3equired to be made on the basis of individual Units, the Lessee

either make such reports in such manner as to show the
nterests of the Lessor and the Vendor in such Units or notify

•the Lessor and the Vendor of such requirement and make such
eporfes in such manner as shall be satisfactory to the Lessor and

1 he Vendor.
i '.i

Iii the event that, during the continuance of this Lease, the
Lessee becomes liable for the payment or reimbursement of any
: mpositions, pursuant to this Section 5, such liability shall
ontinue, notwithstanding the expiration of this Lease, until all
uch impositions are paid or reimbursed by the Lessee.

Section 6. PaY2}ent_for_Casualty_OccurrenceSj. In the event
any Unit shall be or become worn out, lost, stolen,

estroyed or, in the opinion of the Lessee, irreparably damaged,
rom any cause whatsoever, or taken or requisitioned by
Condemnation or otherwise (each such occurrence being hereinafter
< ailed a Casualty Occurrence) during the term of this Lease, the
lessee shall, within ten days after it shall have determined that
uch Unit has suffered a Casualty Occurrence, fully notify the
Lessor and the Vendor in writing with respect thereto,
notwithstanding any such Casualty Occurrence, the Lessee shall
:ontinue making all payments provided for in this Lease in

i espect of such Unit until the May 1 next succeeding such notice,
on such date the Lessee shall pay to the Lessor an amount equal
\ o the accrued rental for such Unit to the date of sjuch payment
plus a sum equal to the Casualty Value (as hereinafter defined)
f such Unit as of such May 1 in accordance with the schedule set



>ut below. Upon the making of such payment by the Lessee in
: espect of any Unit, the rental for such Unit shall cease to
accrue as of the date of such payment, the term of this Lease as
• :o such Unit shall terminate and (except in the case of the loss,
;heft or complete destruction of such Unit) the Lessor shall be
<;ntitled to recover possession of such Unit. The Lessor hereby
appoints the Lessee its agent, to dispose of any Unit suffering a
asualty Occurrence or any component thereof, at the best price
btainable on an "as is, where is" basis. Provided that the

:.essee has previously paid the Casualty Value to the Lessor, the
: ̂essee shall be entitled to the proceeds of such sale to the
extent they do not exceed the Casualty Value of such Unit, and
i shall pay any excess to the Lessor.

The Casualty Value of each Unit shall be determined by
mltiplying the Purchase Price of such Unit by the applicable
)erceritages set forth opposite each date in the following
chedule:

tenta!L
'ayment
)ate

lay 1
lay 1
lay 1
lay 1
hay 1
pay 1

E:
shall

r 1974

, 1975
, 1976
, 1977
, 1978
, 1979

Kcept as
not be

Percentage
of Purchase
Price

104.1613X
98.5166
90.7555
85.9628
73.0583
67.6813

Rental Percentage
Payment of Purchase '
Date Price _ _

May 1, 1980 53.0270*
May 1, 1981 47.0885
May 1, 1982 31.7248
May 1, 1983 20.7198
May 1, 1984,
and thereafter 15.0000

hereinabove in this Section 6 provided, the Lessee
released from its obligations hereunder in the event

)f, and shall bear the risk of, any Casualty Occurrence to any
Jnit ^fter delivery to and acceptance thereof by the Lessee
lereunder.

Section 7. Annua1 Repor t s. On or before March 31 in each
/ear,j commencing with the calendar year which begins after the
expiration of 180 days after the date of this Lease, the Lessee

pause to be furnished to the Lessor and the Vendor an
accurate statement, as of the preceding December 31, (a) showing
bhe amount, description and numbers of the Units then leased,
lereunder and/or covered by the Security Documentation, the
imoun|t, description and number of all Units that may have
suffered a Casualty occurrence during the preceding 12 months (or
since! the date of this Lease in the case of the first such
statement) and such other information regarding the condition and
statej of repair of the Units as the Lessor or the Vendor may
reasonably request, and (b) stating that, in the case of all
Units repainted or repaired during the period covered by such



statement, the markings required by Section 4 hereof and Article
) of the security Documentation shall have been preserved or
replaced. The Lessor shall have the right at its sole cost, risk
and expense, by its authorized representatives, to inspect the

and the Lessee's records with respect thereto, at such
as shall reasonably be necessary to confirm to the Lessor

Jnits
times
the existence and proper maintenance of the Units during the
:ontinuance of this Lease.

Section 8. Disclaimer of Warranties; Compliance with Laws
and Rule.s_L Maintenance; and Indemnification. The Lessor makes no
warranty or representation^ either express or implied, as to the
jesigh or condition of, or as to quality of the material^
aguipment or workmanship in, the Units delivered to the Lessee
lereuhder, and the Lessor makes no warranty of merchantability or
fitness of the Units for any particular purpose or as to title to
:he Units or any component thereof*_ it being agreed that all such
risks^ as between the Lessor and the Lessee, are to be borne by
the Lessee. The Lessee's acceptance of delivery of the Units
shallj be conclusive evidence as between the Lessee and the Lessor
that all Units described in the Certificate of Delivery are in
ill the foregoing respects satisfactory to the Lessee and the
essee will not assert any claim of any nature whatsoever against
the Lessor based on any of the foregoing matters.

The Lessee agrees, for the benefit of the Lessor and the
/endor, to comply in all respects with all laws of the
jurisdictions in which the Units may be operated, with the inter-
change rules of the Association of American Railroads, if
ipplibable, and with all lawful rules of the Federal Railroad
Administration and the Interstate Commerce Commission and any
3ther legislative, executive, administrative or judicial body
3xercising any power or jurisdiction over the Units. In the
avent! that such laws or rules require the alteration of the Units

in case any equipment or appliance on any such Unit shall be
required to be changed or replaced, or in case any additional or
Dther| equipment or appliance is required to be installed on such
Jnit in order to comply with such laws and rules, the Lessee
igrees to make such alterations, changes, additions and
replacements at its own expense; and the Lessee agrees at its own
sxpensa to use, maintain and operate such Unit in full compliance

puch laws and rules so long as it is subject to this Lease;'
'*'* h.Sysy.er̂  that the Lessee may, in good faith, contest

:he validity or application of any such law or rule in any
reasonable manner which does not, in the opinion of the Lessor or
:he Vendor, adversely affect the property or rights of the Lessor

the Vendor hereunder or under the Security Documentation.

The Lessee agrees that, at its own cost and expense, it will
naintain and keep each Unit which is subject to this Lease in
;ood brder and repair.
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Any and all additions to any Unit and any and all parts
installed on or replacements made to any Unit shall be considered
accessions to such Unit and, et the cost and expense of the
Lessee, full ownership thereof free of any lien, charge, security
interest or encumbrance (except for those created by the Security
Documentation) shall immediately be vested in the Lessor and the
Vendor as their respective interests appear in the Unit itself.

The Lessee agrees to indemnify, protect and hold harmless the
Lessbr and the Vendor from and against all losses, damages,
injuries, liabilities, claims and demands whatsoever, regardless
of th|e cause thereof, and expenses in connection therewith,
including, but not limited to, counsel fees and expenses, patent
liabilities, penalties and interest, arising cut of or as the
resuit of the entering into or the performance of the Security
Documentation or this Lease, the ownership of any Unit, the
ordering, acquisition, use, operation, condition, purchase,
deliyery, rejection, storage or return of any Unit or any
accident in connection with the operation, use, condition, i
possession, storage or return of any Unit resulting in damage^ to
property or injury or death to any person. r

The Lessee agrees to prepare and deliver to th€s Lessor within
a reasonable time prior to the required date of filing (or, to
the extent permissible, file on behalf of the Lessor) any and all
reports (other than income tax returns) to be filed b$ the Lessor
with jany federal, state or other regulatory authority by reason
of the ownership by the Lessor or the Vendor of the Units or the
leasing thereof to the Lessee.

Section 9. Default.. If, during the continuance of this
Lease, one or more of the following events (hereinafter sometimes
called Events of Default) shall occur:

| A. default shall be made in the payment of any part of
the rental provided in Section 2 hereof and such default
shall continue for ten days;

;

B. the Lessee shall make or permit any unauthorized
assignment or transfer of this Lease or of possession of the
Units, or any thereof;

I

| C. default shall be made in the observance or per-
formance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein or in
tihe Security Documentation and such default sheill continue
for 30 days after written notice from the Lessor to the
Lessee specifying the default and demanding that the same be
remedied;

D. a petition for reorganization under Section 77 of
the Bankruptcy Act, as now constituted or as Seiid Section 77
njiay hereafter be amended, shall be filed by or against the
Lessee and, unless such petition shall have been dismissed,



nullified, stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations of the
Lessee under the Security Documentation and thi.-s Lease shall
not have been duly assumed in writing, pursuant to a court
order or decree, by a trustee or trustees appointed in such
proceedings (whether or not subject to ratification) in such
manner that such obligations shall have the same status as
obligations incurred by such trustee or trustees, within 30
days after such appointment, if any, or 60 days after such
petition shall have been filed, whichever shall be earlier;

E. any other proceedings shall be commenced by or
against the Lessee under any bankruptcy or insolvency laws,
or laws relating to the relief of debtors, readjustments of
indebtedness, reorganizations, arrangements, compositions or
extensions (other than a law which does not permit any
readjustments of the obligations of the Lessee hereunder or
under the Security Documentation), and unless such
proceedings shall have been dismissed, nullified, stayed or
otherwise rendered ineffective (but then only so long as such
stay shall continue in force or such ineffectiveness shall
continue), all the obligations of the Lessee under this Lease
and under the Security Documentation shall not have been duly
assumed in writing, pursuant to a court order or decree, by a
trustee or trustees or receiver or receivers appointed for
the Lessee or for the property of the Lessee in connection
with any such proceedings in such manner that such
obligations shall have the same status as obligations
incurred by such a trustee or trustees or receiver or
receivers, within 30 days after such appointment, if any, or
60 days after such proceedings shall have been commenced,
whichever shall be earlier;ii

hen,Jin any such case, the Lessor, at its option, may:
i

(a) proceed by appropriate court action or actions
either at law or in equity, to enforce performance by the
Lessee of the applicable covenants of this Lease or to
recover damages for the breach thereof; or

i .

(b) by notice in writing to the Lessee terminate this
Lease, whereupon all rights of the Lessee to the use of the
Units shall absolutely cease and determine as though this
Lease had never been made, but the Lessee shall remain liable
a6 hereinafter provided; and thereupon the Lessor may by its
agents enter upon the premises of the Lessee or other
premises where any of the Units may be and take possession of
all or any of such Units and thenceforth hold, possess and
enjoy the same free from any right of the Lessee, or its
successors or assigns, to use the Units for any purposes
whatever; but the Lessor shall, nevertheless, heive a right to
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recover from the Lessee any and all amounts which under the
t^rms of this Lease may be then due or which may have accrued
to the date of such termination (computing the rental for any
number of days less than a full rental period by multiplying
the rental for such full rental period by a fraction of which
the numerator is such number of days and the denominator is
the total number of days in such full rental period) and also
to recover forthwith from the Lessee (i) as damages for loss
of the bargain and not as a penalty, a sum, with respect to
ê ch Unit, which represents the excess of (x) the present
value, at the time of such termination, of the entire unpaid
balance of all rentals for such Unit which would otherwise
have accrued hereunder from the date of such termination to
the end of the term of this Lease as to such Unit over (y)
the then present value of the rentals which the Lessor
reasonably estimates to be obtainable for the Unit during
such period, such present value to be computed in each case
on a basis of 7 3/4% per annum discount, compounded semi-
annually from the respective dates upon which rentals would
hkve been payable hereunder had this Lease not been
terminated, and (ii) an amount which, after (A) deduction of
all taxes required to be paid by the Lessor in respect of the
receipt thereof under the laws of the United States or any
political subdivision thereof, calculated on the assumption
that the Lessor's federal, state and local taxes computed by
reference to net income or excess profits are based on the
highest corporate Federal, state and local income tax and/or
excess profit tax rates, including therein the effect of any
applicable surtax, surcharge and/or other tax or charge
related thereto, and computing any such Federal tax by
deducting H8% of the amount of any such state and local tax
(such rates as so calculated being hereinafter in this Lease
called the Assumed Rates) and (B) taking into account the
effect to the Lessor of any increased rentals theretofore
paid or then determined to be payable pursuant to Section 1U
hereof, shall be equal to any portion of the Investment
Credit (as defined in section 1U hereof), lost, not claimed,
not available for claim, disallowed or recaptured by or from
the Lessor as a result of the breach of one or more of the
representations, warranties and covenants made by the Lessee
in this Lease or the sale or other disposition of the
Lessor's interest in any Unit after the occurrence of an
Event of Default plus such sum, as in the reasonable opinion
of the Lessor, will cause the Lessor's net return (taxes
being calculated at the Assumed Hates) under this Lease to be
equal to the net return (taxes being calculated at the
Assumed Rates) that would have been available to the Lessor
if it had been entitled to utilization of all or such portion
of the Depreciation Deductions and Interest Deductions (both
as defined in Section 14 hereof) which were lost, not
claimed, not available for claim, disallowed or recaptured in
respect of a Unit as a result of the breach of one or more of
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the representations, warranties and covenants made by the
LJessee in this Lease, the termination of this Lease, the
Lessee's loss of the right to use such Unit, any action or
inaction by the Lessor or the sale or other disposition of
the Lessor's interest in such Unit after the occurrence of an
Event of Default; and (iii) all amounts, other than rentals,
payable by the Lessee under any provision of this Lease and
all damages and expenses, including reasonable attorneys1

fees in addition thereto which the Lessor shall have t
sustained by reason of the breach of one or more of the .
representations, warranties and covenants (ether than the
covenant to pay rentals) made by the Lessee in this Lease
(and from time to time after the date of such termination the
Lessor may recover from the Lessee any and all additional
sjuch amounts, damages and expenses which may be payable by
the Lessee or incurred or sustained by the Lessor), £royided^
hbwever.t that damages payable under clauses (i) and (ii) of
this paragraph shall be in lieu of all other damages in
respect of rentals and the loss of tax benefits payable
pursuant to this Section 9(b).

The remedies in this Lease provided in favor of the Lessor
shall not be deemed exclusive, but shall be cumulative, and shall
be in1 addition to all other remedies in its favor existing at law
or in equity. The Lessee hereby waives any mandatory
requirements of law, now or hereafter in effect, which might
limit; or modify the remedies herein provided, to the extent that
such waiver is permitted by law. The Lessee hereby waives any
and all existing or future claims to any offset against the
rental payments due hereunder, and agrees to make rental payments
regaridless of any offset or claim which may be asserted by the
Lessee or on its behalf.

i
The failure of the Lessor to .exercise the rights granted it

hereunder upon the occurrence of any of the contingencies set
forth herein shall not constitute a waiver of any such right upon
the continuation or recurrence of any such contingencies or
similar contingencies.

I

Section 10. Return of_Units Upon Default. If this Lease
shall terminate pursuant to Section 9 hereof, the Lessee shall
forthwith deliver possession of the Units to the Lessor. For the
purpose of delivering possession of any Unit or Units to the
Lessor as above required, the Lessee shall at its own cos£,
expense and risk:

A. forthwith place such Units upon such storage tracks
of the Lessee as the Lessor reasonably may designate.
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B. permit the Lessor to store such Units on such tracks
at the risk of the Lessee until such Units have been sold,
leased or otherwise disposed of by the Lessor, and

| C. transport the same to any place on the lines of
railroad operated by it or any of its affiliates or to any
connecting carrier for shipment, all as directed by the
Lessor.

The assembling, delivery, storage and transporting of the Units
,s hereinbefore provided shall be at the expense and risk of the
lessee and are of the essence of this Lease, and upon application
o any court of equity having jurisdiction in the premises the
essor shall be entitled to a decree against the Lessee requiring
pecific performance of the covenants of the Lessee so to
ssemble, deliver, store and transport the Units. During any
torage period, the Lessee will permit the Lesser o:r any person
esigriated by it, including the authorized representative or
representatives of any prospective purchaser of any such Unit, to
: nspect the same; provided, however^ that the Lessee shall not be
iable, except in the case of negligence of the Lessee or of its
employees or agents, for any injury to, or the deatli of, any
>erson exercising, either on behalf of the Lessor or any
respective purchaser, the rights of inspection granted under
his sentence.

ii
Without in any way limiting the obligation of the Lessee

mder|the foregoing provisions of this Section 10, the Lessee
lereby irrevocably appoints the Lessor as the agent and attorney-
n-fact of the Lessee, with full power and authority, at any time
hilejthe Lessee is obligated to deliver possession of any Unit
o the Lessor, to demand and take possession of such Unit in the
name and on behalf of the Lessee from whomsoever shall be in
possession of such Unit at the time.i

Section 11. Assignment: Possession and Use. This Lease
hallibe assignable in whole or in part by the Lessor without the
onsent of the Lessee, but the Lessee shall be under no
bligation to any assignee of the Lessor except upon written
otice of such assignment from the Lessor. All the rights of the
Lessor hereunder (including, but not limited to, the rights under
sections 5, 6, 9 and 14) shall inure to the benefit of the
ieneficiaries and of the Lessor's assigns. Whenever the term

: .essor is used in this Lease it shall apply and refer to the
ieneficiaries and to each such assignee of the Lessor and, where
he context so requires (including but not limited to certain of
he provisions of Section 9 and all of the provisions of Section
H), shall refer only to the Beneficiaries or such assignees.

So long as the Lessee shall not be in default under this
.ease|or under the Security Documentation, the Lessee shall be
mtitied to the possession and use of the Units in accordance
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with the terms of this Lease and the Security Documentation, but,
without the prior written consent of the Lessor, the Lessee shall
lot assign or transfer its leasehold interest under this Lease in
the Units or any of them. The Lessee, at its own €sxpense, will
promptly pay or discharge or cause to be duly discharged any
.ien, charge, security interest or other encumbrance (other than
an encumbrance created by the Lessor or the Vendor after the date
hereof or resulting from claims agafnst the Lessor or the Vendor
not related to the ownership of the Units) which ma.y at any time
be imposed on or with respect to any Unit, including any
accession thereto or the interests of the Lessor, the Vendor or
the Lessee therein. The Lessee shall not, without the prior
written consent of the Lessor, part with the possession or
control of, or suffer or allow to pass out of its possession or
control, any of the Units, except to the extent permitted by the
provisions of the next succeeding paragraph hereof.

So long as the Lessee shall not be in default under this
Lease or under the Security Documentation, the Lessee shall be
entitled to the possession of the Units and to the use thereof by
it or any affiliate upon lines of railroad owned or operated by
.t or any such affiliate or upon the lines of railroad over which
the Lessee or any such affiliate has trackage or other operating
rights or over which railroad equipment of the Lessee or any such
affiliate is regularly operated pursuant to contract, and also to
permit the use of the Units upon connecting and other carriers in
the usual interchange of traffic and equipment, but only upon and
subject to all the terms and conditions of this Lease, including
the last paragraph of this Section 11, and the Security
Documentation. The Lessee may receive and retain compensation
for such use from other railroads so using any of the Units.

Nothing in this Section 11 shall be deemed to restrict the
right of the Lessee to assign or transfer its leasehold interest
inder this Lease in the Units or possession of the Units to any
:orporation with which the Lessee is now affiliated (which shall
iave duly assumed the obligations of the Lessee hereunder and
inder the Security Documentation) into or with which the Lessee
shall have become merged or consolidated or which shall have
icquired the railroad properties of the Lessee as an entirety or
substantially as an entirety, provided that such assignee or
transferee will not, upon the effectiveness of such merger or
:onsolidation, be in default under any provision of this Lease.

The Lessee agrees that during the term of this Lease, it will
tot assign any Unit to service involving the regular operation
md maintenance thereof outside the United States of America.

i .

Section 12. Return of Units upon Expiration^of Ternji Renewal
)ptionj Right of First Refusal. The Lessor intends to retain the
Jnits for re-lease at the expiration of the term of this Lease,
s soon as practicable on or after the expiration of the term of
his Lease with respect to any Unit but in any event not later
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ban 90 days after such expiration, the Lessee will, at its own
ost and expense, at the request of the Lessor, deliver
ossession of such Unit to the Lessor upon such storage tracks of
he Lessee as the Lessee may designate and permit the Lessor to
tore, such Unit on such tracks for a period not exceeding three
onths and transport the same, at any time within such three-
lonth period, to any reasonable place on the lines of railroad
perated by the Lessee as directed by the Lessor, the movement
nd storage of such Unit to be at the expense and risk of the
essee. During any such storage period the Lessee will permit
he Lessor or any person designated by it, including the
uthorized representative or representatives of any prospective
urchaser of any Unit, to inspect the same; provided, however^
hat the Lessee shall not be liable, except in the case of
egligence of the Lessee or of its employees or agents, for any
njury to, or the death of, any person exercising, either on
ehalf of the Lessor or any prospective purchaser, the rights of
nspection granted under this sentence. The assembling,
elivery, storage and transporting of the Units as hereinbefore
rovided are of the essence of this Lease, and upon application
o any court of equity having jurisdiction in the premises, the
essor shall be entitled to a decree against the Lessee requiring
pecific performance of the covenants of the Lessee so to
ssemble, deliver, store and transport the Units. The Lessee
hall advise the Lessor of the Units, if any, which have suffered
Casualty Occurrence as of the expiration of the Lease and if

he Lessor shall elect to abandon any Unit which has suffered a
asualty Occurrence or which within three months after the
xpiration of this Lease the Lessor shall elect to abandon, it
ay deliver written notice to such effect to the Lessee and the
essee shall thereupon assume and hold the Lessor harmless from
11 liability arising in respect of any responsibility of
wnership thereof, from and after receipt of such notice. The
essor shall execute and deliver to the Lessee a bill of sale or
ills of sale transferring to the Lessee, or upon its order, the
essor's title to and property in any Unit abandoned by it
ursuant to the immediately preceding sentence. Th« Lessee shall
ave no liability to the Lessor in respect of any Unit so
bandoned by the Lessor after termination of the Lease; jaroyided̂
owever/ that the foregoing clause shall not in any way relieve
he Lessee of its obligations pursuant to Section 6 hereof to
ake payments equal to the Casualty Value of any Unit
xperiencing a Casualty Occurrence during the term of this Lease.

Provided that this Lease has not been earlier terminated and
he Lessee is not in default hereunder, the Lessee may elect, by
ritten notice delivered to the Lessor not less than six months
rior to the end of the original term of this Lease or any
xtended term hereof, to extend the term of this Lecise in respect
f all, but not fewer than all, the Units covered by this Lease
t the end of each term for additional one-year periods, provided
hat no such extended term shall extend beyond November 1, 1985,
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at a jrental payable in semiannual payments, in an amount equal to
the ^Fair Market Rental" of such Units as of the commencement of
such extended term, such semiannual payments to be made on May 1
and November 1 in each year of the applicable extended term.

Fair Market Rental shall be determined on the basis of, and
shall! be equal in amount to, the value which would obtain in an
arm1 sj-length transaction between an informed and willing lessee
(other than (i) a lessee currently in possession or (ii) a used
quipment dealer) and an informed and willing lessor under no
ompulsion to lease and, in such determination, costs of removal
rom the location of current use shall not be a deduction from
uch value.

i
If on or before four months prior to the expiration of any

term of this Lease, the Lessor and the Lessee are unable to agree
apon a determination of the Fair Market Rental cf the Units, such
/alue,shall be determined in accordance with the foregoing
Jefinitions by a qualified independent Appraiser. The term
Appraiser shall mean such independent appraiser as the Lessor and
:he Lessee may mutually agree upon, or, failing such agreement, a
ianel|of three independent appraisers, one of whom shall be
elected by the Lessor, the second by the Lessee and the third
lesignated by the first two so selected. The Appraiser shall be
nstructed to make such determination within a period of 30 days
ollowing appointment, and shall promptly communicate such
atermination in writing to the Lessor and the Lessee. The
etermination so made shall be conclusively binding upon both the
essor and the Lessee. The expenses and fee of the Appraiser
hallibe borne by the Lessee.

The Lessor agrees that (provided no default hereunder shall
liave occurred and be continuing) it will not sell such Units, or
ne of them, unless the Lessor shall have given the Lessee at
east 30 business day's prior written notice of such sale,
pecifying the sale price and terms of such sale, arid the Lessee
halljhave had the opportunity to purchase such Unit or Units at
he same price and on the same terms as specified in such notice.

Section 13. Opinion_ of_ Counsel.. On each Closing Date (as
efined in the security Documentation) , the Lessee vrill deliver

tjo the Lessor two counterparts of the written opinion of counsel
or the Lessee, addressed to the Lessor and the vendor, in scope

ajnd substance satisfactory to the Lessor, the Vendor and their
espective counsel, to the effect that:

!

A. the Lessee is a corporation legally incorporated, validly
elxisting and in good standing under the laws of its state of
ncorppration (specifying the same), with adequate corporate
ower to enter into the Security Documentation and this Lease;
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B. the Security Documentation and this Lease have been duly
authorized, executed and delivered by the Lessee and constitute a
valid, legal and binding agreement of the Lessee, enforceable in
accordance with their terms;

C. the Security Documentation and this Lease have been duly
filed and recorded with the Interstate Commerce Commission
pursuant to Section 20c of the Interstate Commerce Act; and such
filing, recording and deposit will protect the Vendor's and the
Lessor's interests in and to the Units and no filing, recording
or deposit (or giving of notice) with any other federal, state or
local government is necessary in order to protect the interests
of the Vendor and the Lessor in and to the Units;

D. no approval is required from any public regulatory body
with respect to the entering into or performance of the Security
:ocumentation or this Lease;

E. the entering into and performance of the Security
Documentation or this Lease will not result in any breach of, or
constitute a default under, any indenture, mortgage, deed of
trust, bank loan or credit agreement or other agreement or
Instrument to which the Lessee is a party or by which it may be
sound; and

I

F. no mortgage, deed of trust, or other lien of any nature
whatsoever which now covers or affects, or which may hereafter
:over or affect, any property or interests therein of the Lessee,
low attaches or hereafter will attach to the Units or in any
nanner affects or will affect adversely the Vendor's or the
,essor's right, title and interest therein.

(

Section 14. Federal Income Taxes. The Lessor, as the owner
f each Unit, shall be entitled to such deductions, credits or
ther benefits as are provided by the Code (as defined in Section
of this Lease), to an owner of property, including (without
imitation) an allowance for the 7% investment credit
ttributable to the reconstructed basis of the equipment
hereinafter called the Investment Credit) and the depreciation
eduction authorized with respect to a unit under Section 167 of
he Code utilizing the "class lives" and "asset depreciation
anges" prescribed in accordance with Section 167(m) of the Code
or an asset described in Asset Guideline Code No. 10.21 as
escribed in Revenue Procedure 72-10, 1972, IRB8 (hereinafter
ailed the Depreciation Deduction) with respect to the Units.

The Lessee agrees that neither it nor any corporation
dontrolled by it, in control of it, or under common control with
t, directly or indirectly, will at any time during the term of

tjhis Lease or any extended term thereof take any action or file
ny returns or other documents inconsistent with the foregoing
nd that each of such corporations will file such returns, take
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such action and execute such documents, and keep and make
available for inspection and copying by the Lessor such records,
as may be reasonable and necessary to facilitate accomplishment
of the intent hereof.

The Lessee represents and warrants that (i) none of the
portion of the basis of the Units attributable to reconstruction
constitutes property, the construction, reconstruction or
erection of which was begun before April 1, 1971; (ii) at the
time the Lessor becomes the Owner of the Units, that portion of
the Purchase Price of the Units attributable to reconstruction
(such amount being the Purchase Price of the Units less that
portion thereof attributable to the Hulks as specified in
Schedule A to the Security Documentation) will qualify as "new
Section 38 property" within the meaning of section 48(b) of the
:ode; (iii) at the time the Lessor becomes the owner of the
Jnits, that portion of the basis of the Units attributable to
reconstruction will not have been used by any person so as to
areclude "the original use of such property" within the meaning

section 48 (b) and 167 (c) (2) of the Code from commencing with
the Lessor; (iv) at the time the Lessor becomes the owner of the
units, no investment credit, depreciation or other tax benefits
fill have been claimed by any person with respect to the portion
3f the basis of the Units attributable to reconstruction; and (v)
t all times during the term of this Lease, that portion of the
jasis of the Units attributable to reconstruction will constitute
Section 38 property" within the meaning of Section 48 (a) of the
:ode. |

If for any reason (including the inaccuracy in law or fact of
1 he assumptions set forth above or the repeal, modification,
mendment or other change of or to any law or any regulation
ssued thereunder or any other reason, whether similar or
issimilar to the foregoing, except as a direct result of the
currence of any Excluded Event set forth below) prior to the
essor's obtaining a favorable ruling (hereinafter called the
ling) from the Internal Revenue Service as to the Lessor's
ing the owner of the Units and as to the Lessor's right to
aim the Investment Credit, the Depreciation Deductions (without
ference to the asset depreciation period) and the interest
ductions with respect to interest payments made pursuant to the
curity Documentation in accordance with, and subject to the
mitations contained in, Section 163 of the Code (hereinafter
lied the Interest Deduction), the Lessor shall lose, or shall
t have, or shall lose the right to claim, or shall suffer a
sallowance of or shall be required to recapture, all or any
rtion of the Investment Credit, the Depreciation Deductions, or
e Interest Deduction (hereinafter each called a Benefit) with
spect to all or part of any Unit, then the rental rate
plicable to such Unit set forth in Section 2 of this Lease
all, on and after the next succeeding rental payment date after
itten notice to the Lessee by the Lessor that such Benefit has
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not been claimed, or (if claimed and then disallowed or required
to be recaptured) on and after the next succeeding rental date
after payment of the tax attributable thereto, be increased by
such iamount for such Unit which, in the reasonable opinion of the
Lessor, will cause the Lessor's net return in respect to such
Unit under this Lease to equal the net return in respect of such
Unit under this Lease that would have been available if the
Lessor had been entitled to utilization of all or s:uch portion of
the Benefit which was not claimed or was disallowed or required
to be recaptured, and the Lessee shall forthwith pay to the
Lessor the amount of any interest which may be assessed by the
United States against the Lessor attributable to the
disallowance, recapture or loss of all or any portion of the
Benefit; provided, howeverf that such rental rate s;hall not be so
increased if the Lessor shall have lost, or shall not have, or
shall have lost the right to claim, or shall have suffered a
disallowance of, or shall have been required to recapture all or
any portion of any Benefit with respect to all or part of such
Unit as a direct result of the occurrence of any of the following
events (hereinafter called Excluded Events):

(i) a Casualty Occurrence with respect to such Unit, if
the Lessee shall have paid to the Lessor the amounts
stipulated under Section 6 hereof;

(ii) a voluntary transfer or other voluntary disposition
by the Lessor of any interest in such Unit (except the
transfer or disposition contemplated by the Transfer
Agreement or the subjection of the Units to the security
Documentation) or the voluntary reduction by the Lessor of
its interest in the rentals from such Unit under the Lease
(except as provided in Section 2 hereof) unless, in each
case, an Event of Default shall have occurred and be
continuing;

(iii) the amendment either of the Hulk Purchase
Agreement, the Transfer Agreement (as such documents are
defined in the Security Documentation) or the Security
Documentation without the prior written consent of the
Lessee;

(iv) the failure of the Lessor to claim the Investment
Credit, the Depreciation Deductions or the Interest
Deduction, as applicable, in its federal income tax return
for the appropriate year or the failure of the Lessor to
follow proper procedure in claiming any Benefit; or

(v) the failure of the Lessor to have sufficient
liability for tax against which to credit such Investment
Credit or sufficient income to benefit from the Depreciation
Deductions or the Interest Deduction, as applicable.
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The Lessor agrees that it will apply for and diligently seek

he Ruling.

Anything to the contrary in this Section 14 notwithstanding,
the Lessee understands that the rental rate provide:d in Section 2
lereof has been calculated on the basis of Depreciation
Deductions in respect to the Units being available on the basis
of an 11-year life on one of the accelerated methods of
depreciation provided in Section 167(b) of the code. If such
Depreciation Deductions are disallowed at any time because such
eductions may only be taken on the basis of a 12-year life, the
ental rate for the Units set forth in Section 2 hereof shall, on
the next succeeding rental payment date after written notice to
the Lessee by the Lessor of such fact, be increased to such
mount as shall, in the reasonable opinion of the Lessor, equal
he net return that would have been realized by the Lessor if the
jessor had been entitled to utilize such 11-year life as
istinguished from a 12-year life and the Lessee shall forthwith
>ay to the Lessor as additional rental the amount of any interest
hat may be assessed by the United States against the Lessor
attributable to the utilization of such 11-year life as
.istinguished from a 12-year life.

The Lessor agrees that if, in the opinion of Lessee's
ndependent tax counsel (herein referred to as Counsel), a bona
ide claim to all or a portion of any Benefit (with respect to
>art or all of any Unit) exists in respect of which the Lessee is
•equired to pay increased rental and interest as aforesaid to the
,essor as above provided, the Lessor shall, upon request and at
he expense of the Lessee, take all such legal cr other
ppropriate action deemed reasonable by Counsel in order to
ustain such claim. The Lessor may take such action prior to
aking payment pursuant to a notice of disallowance or may make
uch payment and then sue for a refund. In the latter event, if

-tjhe final determination shall be adverse to the Lessor, the
essee shall pay to the Lessor interest on the amount of the tax
nd interest paid attributable to the Benefit disallowed,
equired to be recaptured or lost, which interest shall be
cjomputed at the rate of 7 3/H% per annum from the date of payment

such tax and interest to the date the Lessee shall reimburse
tjhe Lessor for srich tax and interest in accordance with the
provisions of this Section 14. The Lessor shall not be obligated
to take any such legal or other appropriate action unless the
Lessee shall first have indemnified the Lessor for all
.abilities and expenses which may be entailed therein and shall

hive furnished the Lessor with such reasonable security therefor
3 may be requested.

Section 15. Recording; Expenses. The Lessee will cause this
»ase, the Security Documentation and any assignment hereof or

t xereof to be filed and recorded with the Interstate Commerce
C >mmission in accordance with Section 20c of the Interstate
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"Commerce Act. The Lessee will undertake the filing, recording
and depositing and refiling, re-recording and redepositing
required of the Lessor under the Security Documentation and will
from time to time do and perform any other act and will execute,
acknowledge, deliver, file, register, record and deposit (and

1 refile, re-register, re-record or redeposit whenever
required) any and all further instruments required by law or
reasonably requested by the Lessor or the Vendor for the purpose
of proper protection, to their satisfaction, of the Vendor's and
:he Lessor's respective interests in the Units, or for the
jurpose of carrying out the intention of this Lease or the
Security Documentation; and the Lessee will promptly furnish to
:he Vendor and the Lessor evidences of all such filing,

: registering, recording or depositing, and an opinion or opinions
of counsel for the Lessee with respect thereto satisfactory to
:he Vendor and the Lessor. This Lease and the Security
tocumentation shall be filed and recorded with the Interstate
commerce Commission prior to the delivery and acceptance
hereunder of any Unit.

i

The Lessor will pay or cause to be paid the reasonable costs
and expenses involved in the preparation and printing of this
ease and the Lessee will pay the reasonable costs and expenses
volved in the recording of this Lease. The Lessor and the

lessee will each bear the respective fees and disbursements, if
< ny, of their respective counsel.

Section 16. Interest on Overdue Rentals^ Anything to the
ontrary herein contained notwithstanding, any nonpayment of
entals and other obligations when due hereunder shall result in

•tihe obligation on the part of the Lessee promptly to pay also an
mount equal to 8 3/4% per annum of the overdue rentals for the
eriod of time during which they are overdue.

Section 17. Notices. Any notice required or permitted to be
iven ,by either party hereto to the other shall be deemed to have
een given when deposited in the United States certified mails,
iirst-class postage prepaid, addressed as follows:

if to the Lessor, at P.O. Drawer 4625
: Atlanta, Georgia 30302

if to the Lessee, at 908 West Broadway
Louisville, Kentucky 40201

r addressed to either party at such other address as such party
hall hereafter furnish to the other party in writing.

Section 18. Severabilitv; Effect and Modification of_Lease,
ny provision of this Lease which is prohibited or unenforceable
n any jurisdiction, shall be, as to such jurisdiction,
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ineffective to the extent of such prohibition or unenforceability
without invalidating the remaining provisions hereof, and any
such prohibition or unenforceability in any jurisdiction shall
not invalidate or render unenforceable such provision in any
other jurisdiction..

. This Lease exclusively and completely states the rights of
bhe Lessor and the Lessee with respect to the leasing of the
Jnits and supersedes all other agreements, oral or written, with
respect thereto. No variation or modification of this Lease and
10 waiver of any of its provisions or conditions shall be valid
anless in writing and signed by duly authorized officers of the
Lessor and the Lessee.

Section 19. Execution. This Lease may be executed in
several counterparts, such counterparts together constituting but
>ne and the same instrument, but the counterpart delivered to the
/endor shall be deemed to be the original counterpart. Although
:his Lease is dated as of the date first set forth above for
jonvenience, the actual date or dates of execution hereof by the
arties hereto is or are, respectively, the date or dates stated
n the acknowledgments hereto annexed.

Section 20. Laŵ GoverniQg.. The terms of this Lease and all
ights and obligations hereunder shall be governed by the laws of
e Commonwealth of Kentucky; provided^ h2S§Y®£ji that the parties
hall be entitled to all rights conferred by Section 20c of the
interstate commerce Act.

IN WITNESS WHEREOF, the parties hereto, each pursuant to due
corporate authority, have caused this instrument to be executed
:n their respective corporate names by duly authorised officers,
nd their respective corporate seals to be hereunto affixed and
uly attested, all as of the date first above written.

TRUST COMPANY OF GEORGIA,
as Trustee,

CCorporate Seal]

ttest:

by

Vice President

Assistant Secretary



[corporate seal ]

Uttest:
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LOUISVILLE AND NASHVILLE
RAILROAD COMPANY,

by

Secretary-Treasurer

Assistant Secretary
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STATE OF GEORGIA)

COUNTY OF FULTON)
SS. :

day of 1973, before me personally
, to me personally known, who,

On this
ppeared
eing by me duly sworn, says he is a Vice President of Trust
ompany of Georgia, that one of the seals affixed to the
[foregoing instrument is the corporate seal of said corporation,
hat said instrument was this day signed and sealed on behalf of
aid corporation by authority of its Board of Directors and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

Notary Public

Notarial Seal]

ly commission expires



COMMONWEALTH OF KENTUCKY)
) ss.:

COUNTY OF JEFFERSON)

On this day of 1973, before me personally
ppeared C. Hayden Edwards, to me personally known, who, being by
e duly sworn, says that he is the Secretary-Treasurer of
uisville and Nashville Railroad Company, that one of the seals

ffix-^d to the foregoing instrument is the corporate seal of said
orporation, that such instrument was this day signed and sealed
behalf of said corporation by authority of its Board of

drectors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
jorooration.

Notary Public

Notarial Seal ]

y Commission expires
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SCHEDULE A

Quant.! tv

81

194

100

120

AAR
Mechanical
Designation

XL

XM

XL

XL

HT

Description

L8N Road
Numbers

(inclusive)

50-ton, 40«6" 90275-90319
box cars

50-ton, U0'6" 11260-113UO
box cars

50-ton, 50'6" 109675-109868
box cars

70-ton, 50'6" 112000-112099
box cars

80-ton open
top hopper
cars

189880-189999



EXHIBIT C

CERTIFICATE OF INTEREST

STATE MUTUAL LIFE ASSURANCE COMPANY OF AMERICA (hereinafter
ailed -the Investor) has irade payment in the amount of

$
in respect of the purchase price of certain railroad equipment
mder and pursuant to the terms and conditions of a
Reconstruction and Conditional Sale Agreement dated as of
December 1, 1972 (hereinafter called the Conditional Sale
Agreement), among the Investor, LOUISVILLE AND NASHVILLE RAILROAD
OMPANY, L 5 N INVESTMENT CORPORATION and the undersigned.

By reason of such payment, the Investor has an interest in a
Principal amount equal to such sum in the Conditioneil Sale
Agreement and the railroad equipment covered thereby. Under and
ubject to the terms of the Conditional Sale Agreement and
ubject to the rights of prepayment contained therein in the
vent of a Casualty Occurrence (as defined therein) (i) such
principal is payable in consecutive semiannual instalments on May
and November 1 in each year commencing May 1, 1971, to and

ncluding November 1, 1983, (ii) such principal amount bears
Interest, payable semiannually, on the unpaid portion thereof
om time to time outstanding, on May 1 and November 1 of each
ar commencing November 1, 1973, at the rate of 7-3/431 per
num, and (iii) all such principal and interest remaining unpaid

[fter the same shall have become due and payable bears interest
the rate of 8-3/4X per annum or such lesser amount as may be

Ibgally enforceable. The undersigned has or promptly will
furnish to the Investor a schedule of payments reflecting the
dptes and amounts of principal and interest payirents to be made
der the Conditional Sale Agreement.

Cited:

as Trustee
TRUST COMPANY OF GEORGIA,

By

Authorized
Officer


